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Further Reportage on Bloch Espionage Case 


Bloch Gave Secrets to Politicians 
AU 2607093189 Vienna DER STANDARD in German 
26 Jul 89 pl 


{Unattnibuted “exclusive” report: “Bloch Also Provided 
Secret Information to Vienna Politicians” ] 


[Text] Vienna—Felix Bloch, the second man in the tS 
Embassy in Vienna. provided information thal «as 
classified “secret” to Austrian politicians. This was con- 
firmed yesterday by Austrian sources at the h/ghest 
government level. “A bomb 1s ticking 2way in domestic 
policy,” 1 was said. This unpaid activity was not to 
Austria's disadvantage, but to the benefit of groups or 
parties, for instance in the affair of President Waldhe- 
ims name being put on the Watch Lust. 


Al present, the U.S. authorities are looking for people in 
Vienna who were in close contact with Bloch. In this 
connection they have asked Vienna to find an Austrian 
woman who had ‘in “affair” with Bloch. 


According to information given by the Interior Ministry 
to DER STANDARD, the woman 1s about 30 years old 
and “engages in a certain trade.” It 1s “pretty sure” that 
the U.S. information is correct. It seems to have been 
“purely a sexual affair.” The woman 1s abroad at the 
moment. After her return she will be questioned. “Inter- 
esting information” is expected, it was said. 


According to circles close to the U.S. Administration and 
the FBI, the Soviet Union has been told through diplo- 
matic channels that it would damage its relations with 
Washington very much if Moscow had Bloch spirited away 
secretly. The warning had already been issued a few weeks 
ago, before the case was made public, it was said. Accord- 
ing to the U.S. television station ABC, the same agent who 
had been filmed with Bloch at the handing over of a 
briefcase had also warned him that he was being followed 
by the FBI and he used a code in this connection: “Ther: 
18 a bad virus going around and we think you are infected,” 
the larson officer told Bloch on the phone, which had 
already been bugged by the FBI at that time 


U.S. Investigation of Bloch Viewed 
AU 2507122489 Vienna DER STANDARD in German 
25 Jul 89 p 3 


[Werner Stanzl report: “Bloch Espionage Case: Deal 
With the CIA”] 


[Text] Vienna—As DER STANDARD has learned from 
reliable sources, there can be no doubt about Felix 
Bloch’s guilt. However, the investigation for high trea- 
son, which took almost | year, officially concluded with 
a so-called “negative report.” In this way, inconsisten- 
cies arose from the U.S. authorities’ course of action 
which gave and give rise to the unreserved assumption 


that Bloch is innocent 
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The Deal 


Initial information obtained by DER STANDARD 
seemed to suggest that Bloch is innocent, and that he ts 
the victim of intrigue. Only a long talk with the sources 
has made clear that from the start the investigations were 
conducted in such a way that would not jeopardize the 
possibility of a deal being struck with the accused. The 
usual approach 1s this: “If you confess everything, you 
will not be punished.” 


This solution would be in the higher interests of the state; 
in Bloch’s case. for three important reasons: 


—Bloch’s high position seems to suggest that he was not 
a lone nder but directed an entire spy network; 


—Because of Bloch’s high position, if the public were 
fully informed the State Department appeared to run 
the risk of being made to look the fool. After all, the 
State Department was responsible for the career, pro- 
motion, and supervision of the career diplomat. These 
considerations would not necessarily be of secondary 
importance regarding the legal duty im respect to 
bringing charges against him, passing sentence, and 
punishment. Quite the reverse. Therefore, in numer- 
ous crisis meetings at the highest level (“but below 
number |." meaning the U.S. President, who at the 
tume was Reagan) the State Department urgently 
requested that the CIA assure the accused that he 
would not be punished. 


The highest degree of secrecy had to be maintained during 
and following the investigations, it was planned that Bloch 
would retire for health reasons. The CIA would have been 
administratively protected by the assurance that the inves- 
tigation report would be submitted to the U.S. President 
for the final “procedure decision.” 


In this connection, the State Department argued that if 
the case were to become a scandal—which would inevi- 
tably happen if it became public—all U.S. diplomats and 
missions abroad would be affected. For months no host 
country politician would telephone, negotiate, or dine 
with a US. diplomat without involuntarily remembering 
the case of the number two man in Vienna, Felix Bloch, 
and “the brakes would be on.” 


The Agreement 


Therefore, agreement was reached on a negative report. 
However, from this point, at the latest, there was the risk 
“that things would become public.” From this point on, 
things were dealt with at “lower levels.” 


However, how the cndiscretion occurred, and how the 
US. television network, ABC, got wind of the Bloch 
case, was a mystery to our informers. Nor were they able 
to answer the question of why the FBI suddenly started 
its Own investigations. However, when the Bloch case 
developed its own dynamics and risked getting out of 
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control—which was weeks before ABC published its 
repori—it was decided to “embark on the road of the 
necessary evil.” It was now urgently necessary to inform 
the host country, Austria, in an appropriate form and 
without attracting attention. 


Under the flashes of international cameras, Foreign 
Minister Mock refused to say how this information was 
passed on to Austria. Our U.S. informers describe the 
events as follows: “It was a matter for the chief. During 
questioning Bloch himself suggested that U.S. Ambassa- 
dor Henry Grunwald be sent to Alois Mock. That is what 
happened. Two weeks ago Grunwald carried out the 
most difficult mission of his diplomatic career and 
explained the case to Austria's foreign minister.” 


According to the sources, Mock was shocked for several 
reasons. First, he was a very close friend of Bloch’s— 
both had attended an academic seminar in Bologna, 
where Bloch met his wife. Second, he considered such a 
case at the highest level of U.S. diplomacy to be simply 


impossible. 


In an interview with DER STANDAS 2, Moc: himself 
ruled out the possibility of Bloch’s csptonage activities 
having damaged Austrian interests even marginally. 


U.S. President Bush has described the affair as a “very 
serious matter”; no one knew what damage Bloch had 
done to U.S. security, he said. Asked how the case would 
affect U.S.-Soviet relations, the U.S. President said “it 
does not help anyone.” 


State Police Looking Into FBI Tip 
AU 2507140689 Vienna NEUE AZ in German 25 Jul 
89 pp 2-3 


[Unattributed report: “Espionage Affair: Mock Is Silent: 
State Police Examine FBI Hint”) 


[Excerpt] [passage omitted] “The suspicious factors that 
have been published so far have nothing to do with our 
own information,” says proup leader Schulz of the Inte- 
rior Ministry, who is head of the state police; he is 
reserved about revealing details about the type of infor- 
mation he has. 


Only this much: The handing over of a briefcase by Felix 
Bloch to a KGB man (which did not take place in Vienna 
but in Paris, the headquarters of the Coordinating Com- 
mittee for Multilateral Export Controls on technology 
transfer), which was filmed with a video camera months 
ago, 1s not the object of investigations by the Austrian State 
Volice. Schulz says the Austrian authorities “are examin- 
ing different suspicious facts that concern Austria.” 


He says the Austrian authorities have received informa- 
tion from tne Federal Bureau of Investigation (FBI). 
“We have been informed that suspicious facts about 
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Bloch exist, and the FBI has asked us to check them,” 
Schulz says, adding that the suspicron 1s that the diplo- 
mat Felix Bloch 1s a KGB spy. 


Schulz 1s unable to tell when the state police will have 
concluded their investigations: “The investigations are 
continuing.” 


Domestic ‘Controversy’ Over Case Noted 
AU 2607104689 Vienna DIE PRESSE in German 
26 Jul 89 pp 1, 2 


[Unattributed report: “Vienna: Political Controversy 
Over U.S. Espionage Affair”) 


[Text] Vienna/Washingtco n—The affair around U.S. dip- 
lomat Felix Bloch, who 1s suspected of espionage, 1s 
increasingly affecting domestic policy in Austria. Yester- 
day, Tuesday, a controversy crepted in the Cabinet. 
Intersor Minister Franz Loeschnak had announced in 
OBEROESTERREICHISCHE NACHRICHTEN that 
he would call on Foreign Minister Alors Mock to explain 
his contacts with Bloch. There are also indications that 
Bloch was involved in a sex affair, Loeschnak stated. 


According to Loeschnak’s information, Mock stayed 
with Bloch during his last visit to the United States, 
Mock denies this. However, in an interview with DIE 
PRESSE, Mock reported that during his last visit to 
Vienna last year, Bloch and his wife had stayed with the 
Mock family. The foreign minister took Loeschnak to 
task at the Cabinet session because of his announcement, 
and pointed out that over the past few weeks cooperation 
between the two ministries on this question has been 
very good and that Mock had declared the Foreign 
Ministry's complete readiness to cooperate. Loeschnak 
then said Mock would be asked only a few questions. 


Over the next few days the Foreign Ministry will also 
provide the Interior Ministry with documents indicating 
politicians for other parties had very close contacts with 
Bloch, so that these persons should also “make availabie 
their capacity for judgment about Bloch” to the security 
authorities, as Mock did. In Austrian People’s Party cir- 
cles, the names of floor leader Heinz Fischer, the chancel- 
lor’s adviser Eva Nowotny; Peter Jankowitsch; and Willi- 
bald Pahr are cited. During most of Bloch’s term in Vienna 
the Foreign Ministry was headed by a Socialist. 


In the meantime, a new variety has surfaced in U.S. 
media circles: The Bloch affair was reportedly blown, 
even though there was not yet enough explosive material, 
in order to sabotage Foreign Minister Mock’s trip to the 
United States. The motive was reportedly the concern 
that Mock might have been able to have Waldheim's 
name removed from the Watch List. 


After the Cabinet meeting, Mock said the alleged spy 
affair around Bioch is an international issuc. “Of course, 
it is also being played around with in domestic policy,” 
he said. However, he personally 1s against turning it into 
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a domestic policy controversy, Mock stressed. He also 
admitted that security interests are endangered in any 
espionage case. Austria has always made it clear that any 
work by foreign agents 1s undesirable. 


Vice Chancellor Josef Riegler said that so far the actions 
by the Socialist Party of Austria in the Bloch case have 
“naturally caused dismay,” in particular for the foreign 
minister. 


In an interview with a foreign television station, Mock 
again massively criticized the World Jewish Congress. 
which had claimed that Austna’s Government had black- 
mailed Bloch because of his espionage work in order to 
enlist his hele to delay the Watch List decision against 
President Waidheim. This 1s mdiculous, Mock said 


On Tuesday [25 July], after the Cabinet mecting, Chan- 
cellor Vranitzky said the Bloch affair mainly concerns 
the U.S. authorities. However, the Interior Ministry 1s 
currentiy investigating whether the alleged espionage 
work of the former U.S. diplomat also touched upon 
Austrian interests. An interim report of these investiga- 
tions will be available over the next few days. 


Asked whether the friendship with Felix Bloch 1s now 
casting a shadow over Foreign Minister Mock, the chan- 
cellor answered tersely: On principle, he does not vore 
any judgment in advance; he does not have any more to 
say on this matter. 


Deputy Freedom Party Chairman Krucnes harshly crit- 
wcized Socialist Party floor leader Fischer, whom he 
accused of “abusing the Bloch affair for abstruse accu- 
sations against Foreign Minister Mock.” 


According to a high-ranking Interior Ministry official, 
the authorities are now looking for an Austrian fnend of 
Bloch’s who is said to have had an affair with him. The 
official said investigations are being carried out foliow- 
ing a U.S. request. However, there are no indications 
that sex was the motive for Bloch’s alicged work as a spy 


A US. Justice Department official expressed the view 
that Bioch has not been arrested so far only because the 
investigating authorities do not have cnough evidence 
and still want to persuade him to confess. Bloch. who has 
been suspended, refuses to agree to an interrogation by 
the FBI and has so far answered only questions by State 
Department security officials. 


The U.S. television station ABC has now apologized for 
not having clearly marked the photos of Blovh’s handing 
a briefcase to a Soviet agent, which were shown on 
television last Friday [21 July], as being simulated pho- 
tos. This had given some viewers the impression that the 
photos were originals from the FBI, which claims to have 
filmed the meeting. 
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Mock Rejects Jewish Council Accusation 
1L 2507135989 Vienna NEUE KRONEN ZEITUNG 
in German 25 Jul 89 pp 2-3 


[Unattributed report: “Absurd Reproach: Mock Alleg- 
edly Blackmailed. Spy™] 


[Text] Washington/Vienna—Alan Steinberg, executive 
director of the World Jewish Congress, yesterday [24 
July] enriched the spy scandal on Felix S. Bloch with the 
absurd claim that Foreign Minister Mock knew the US. 
diplomat was a Soviet agent, and blackmailed him into 
delaying the decision on putting President Waldheim on 
the Watch List by | year. 


Steinberg announced in an interview with the Israch 
daily YEDrOT AHARONOT that the World Jewish 
Congress would request that the U.S. State Department 
examine this explosive issuc. In an initial reaction, Mock 
emphatically reyected this claim, on his own behalf and 
on behalf of the federal governmer’, as “one of the most 
evil defamations.~ 


In an interview with NEUE KRONEN ZEITUNG yes- 
terday [24 July] on Felix S. Bloch with whom he studied 
at the Bologna Center of John Hopkins University in 
Baltimore, the foreign minister disclosed this: 


—He, Mock, planned to meet with the diplomat in 
Washington during a trip to the United States that he 
canceled at the last minute. 


—The closeness of the fnendship 1s also illustrated by 
the fact that Felix Bloch and his wife Lucille repeat- 
edly stayed in the Vienna private apariment of the 
Austnan People’s Party politician. 


—The foreign minister was informed by the Ausinan 
and US. sides 3 weeks ago about the espionage 
activities of hes frend, with whom he 1s deeply disap- 
pointed 


Group leader Fischer of the Socialist Party of Austria 
yesterday urged Mock to state clearly whether Austrian 
security interests are affected by the espionage affair. 
Fischer referred to a statement by former U.S. ambassa- 
dor to Vienna Ronald Lauder that Bloch had maintained 
excessively close contacts with Austrian politicians. 


Whereas US. President Bush and the US. judiciary are 
wrapping themselves in silence, the US. television sta- 
tion, ABC, THE NEW YORK TIMES, and other news- 
papers publish new details every day: 


— The US. mntelligence service, the CIA, did not suspect 
Bloch but another American of spying for the Soviet 
Union, when the handing over of a bricfcase was 
filmed with a video camera 


~The secret material was not handed over in Vienna or 
Berlin, as had been assumed, but in Paris. 
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—According to a high  S. Government official. the 
U.S. top diplomat knew the code of the l So Stak 
Department's diplomat ma:! 


—With the approval of the Federal Burcau of inves, 
ion (FBI). Broch moved from he Washiegher ans 
ment wm ( ahiornea Qirect tas thee cw? i ~ow York 
The ABC Tclev mon statron managed to shor ptcriorn 
of hes wile and daughter im thes connection 


There 1s a lot of speculatpon about why Bloch has nov 
been tned or arrested. The answer could be that the LS 
judsciary wants to make the diplomat cooperate—as thes 
do in other espionage cases: The gentiemen’s agreement 
could be that if he reveals the entire extent of hes treason 
this might mitigate the sentence 


Bloch’s wife Lucille os still secretary general of the 
Ausinan-Amencan Foundation in Washington. The sec- 
retary general of the Vienna Foreign Ministry, Kicstil, 
has instructed our ambassador to the Unied States. 
Hoess, to discuss the problem of a replacement with the 
founding board. It 1s assumed that the woman docs not 
want to continuc to hold this position, even if she knew 
nothing about her husband's espionage activities 


Vranitzky, Mock Hold News Conferences 
AU 2507132089 Vienna Domestic Service in German 
1000 GMT 25 Jul &9 


Erich Aichinger report on news conferences by ( hancellor 
ranz Vranitzky and Foreign Minister Alois Mow) after 
the Cabinet meeting in Vienna on 25 July—recorded| 


{Excerpts} The Chancellor's Office is very crowded 
today. For example two US. television teams noticeably 
and conspicuously reflect the interest, above all, of the 
U.S. public on the Bloch alleged espionage affair 


Chancellor Franz Vranitzky starts by commenting on 
this as follows: 


[Begin recording] [Vranitzky] The Austrian Government 
dealt with this affair at its session today. The imiternor 
minister and the foreign minister made thei reports. As 
matiern now stand there 1s. on the first place. suspicion of 

by a US. official. Thes 1s primarily an affair of 
the U.S. authorities. The authorities are mvestigating 
possible Austrian participation or suspicions about pos- 
sible Austrian participation. Ausinan politicians who 
had contacts with Felix Bloch when he worked mm Austria 
have already expressed their opinions and made their 
Statements on this in public, In addition, we agreed 
today that the ‘oreign minister will submit a report to the 
intenor minis ier to brief him on his view and assessment 
of the affair in addition to what s already known 
Having recey ed all thes information. the interior minis 
ier will present an interim report very soon, in the next 
few days 
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te lorcign munisiers 
requcsic: etacts with Black” 


‘ot caphenth However, m ony case. the 

menesicr and the authorities subordinaic to 

#1! do whatever seeds to bx done in such a case Curing 

thew emvestygatvons. But on the first place. 1 1s an affair 
that concerns 2 foresgn citizen. [end recording) 


The gucstions m English. questions by US. reporters. 
who were already pressing al thal time. were postponed 
until later. [passage omuticd] 


While Franz Vranitzky was giving his press conference, in 
the next hall Foreign Minister Mock was confronted with 
yesterday's statements by former US. Ambassador Heiene 
Von Damm in a Vienna television newscast. In a televisron 
imterview Felix Bloch’s former boss made people sit up. 
For she sand Bloch knew all the residents—that 1s to say, 
the US. mtellhgence agents in Vienna. Mrs Von Damm 
thus drscussed such a tops im a relatively open way. Today 
Foreign ifinister Mock commented on this: 


[Begin recording] [Mock] One should not be hypocritical. 
All umportant powers have their secret service people. We 
do not know them. at least | and my men do noi know 
them. However, | want to make « clear that we have 
repeatedly stated that we do not want thrs and we also issue 
warnings if it 1s very bkely that diplomats are actually 
intelligence agents. However, this 1s very hard to prove. 


{| Avchinger] But 1s 1 not relatively rare in diplomacy for 
an ambassador or former ambassador to admit so openly 
on televisson that there are US. agents mm Vienna” 


[Mock] Mrs Von Damm 1s a US. citizen and she certainly 
knows from her port of view why she states such things, 
which are not known to us, at least not in detail. 


|Archinger] You cannot cxplain the openness of the 
former ambassador’ 


[Mock] No, why should | find explanatoons for the 
behavior of US. cotivens’ It ms my task to safeguard 
Ausinian interests and | am domg precisely this. 


[Archinger; Are Austrian interests not endangered by 
operations of foregn agents on our territory” 


{Mock} Yes, thes 1s why | sand we well ceriaimly tell the 
diplomatic missvon cr the political representatives that 
we do fot accept this and cxpect changes if we have a 
reason and there 1s something concrete. [end recording] 


As already mentioned. the US. media interest 1s also 
very great 


Asked by a U.S. journalist how he had been briefed on 
the affarr, Chancellor Vranizky sand 
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[Begin Vranitzky recording, in English] The US. ambas- 
sador paid a visit to me—I think was on 7 July—and 
conveyed the message. We agreed to keep silent in order 
to not interfere with the investigations. [end recording} 


Finally he was asked whether Austra could simply 


ignore the presence of foreign agents, which has become 
known now: 


[Begin Vranitzky recording in German] It certainly can- 
not simply be ignored and accepted. Whenever such 
things Occur Lhe respective state 1s contacted. However, 
such affairs are not announced beforehand. There are no 
hieenses for this. Such things are outside the law. fend 
recording] 


Ex-Minister Sees Link to Forged Letter 
AU 2607094789 Vienna KURIER in German 
26 Jul 89 p 3 


[Heinz Nussbaumer report: “What Did Bloch Have To 
Do With the Ambassador's Letter””] 


[Text] “When the Bloch affair broke | thought immedi- 
ately: Now the sensitive matter of the past has become 
clear’ Former Austrian Defense Minister Friedhelm 
Frischenschlager—and not only he—now finds a com- 
pletely new explanation for the alleged “secret letter” 
written in February 1984 by then U.S. Ambassador 
Helene von Damm, which later proved to be forged. The 
contents of the letter written on US. Embassy stationery 
said Austria should make its airspace control system 
(“Gold Bonnet”) available to NATO in case of a crisis 


“H ing U.S. diplomats do not rule out,” 
KURIER wrote at that time, “that the text of the letter 
was foisted on Mrs Yon Damm by a member of she 
embassy ~ 


The ambassador's deputy at that time was Felix Bloch 


Said Frischenschiager to the KURIER now: “This was a 
classic case of disinformation, and it was a really explo- 
sive matter for us Austrians: It was an attempt to push 
Austrian national defense close to NATO and to push 
me, as the new defense minister, into this corner.” 
Today, Frischenschlager “can imagine what really 


hoppened.” 


Helene von Damm. too, “naturally thought of this 
matter.” As long as Bloch’s guilt has not been conclu- 
sively proved, the former ambassador wants to be careful 
im drawing conclusions. Obviously, her suspicion seems 
to take a slightly different direction from that of 
Frischenschiager: The purpose of the letter might /iave 
been to make her look “politically ndiculous” as ambas- 
sador to Austria, in order to strengthen Bloch's own role 
as the “grey eminence.~ 
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Waldheim ’ Sends Letter to Bush 
AU 2507142689 Vienna DIE PRESSE in German 
25 Jul 89 p 2 


[Unatinibuted report: “Did Waldheim Write Letter to 
Bush?” ] 


[Text] Vienna—The President's Chancellery in Vienna 
“knows nothing™ about a . ersonal ictier from President 
Kurt Waldheim to US. President George Bush in which 
Waldheim asks the latter to remove him from the Watch 
List. The U_S. television network, CBS, reported this on 
Friday [21 July}, saying Bush had suid he was opposed to 
Waldheim visiting the United States 


Min‘ster Rejects FPOc Criticism on Kurd Murders 
4U 2507190289 Vienna Domestic Service in German 
1600 GMT 25 Jul &9 


[Franz Ssebenbuerger report} 


[Text] For the floor leader of the Freedom Party of 
Austna [FPOc], Norbert Gugerbauer, political motives 
are behind the fact that the witness injured during the 
attack on three Kurds on 14 July, the Iranian Moham- 
mad Ja‘fari Sahrarud:, left Austra over the weekend 
{22-23 July], and that a person suspected of being 
involved in the killings and who was interrogated by the 
police has meanwhile gone into hiding. 


CGougerdauer's reproach 


[Begin Gugerbauer recording) What has happened since 
the murder in the Austrian capital can only be described 
as political opportunism. The intenor minister and the 
foreign minister are apparently cooperating, which has 
made it possible that witnesses to the attack and persons 
suspected of being involved im the attack were able to 
escape abroad. All this looks like a capitulation to 
international terrorism. [end recording) 


Interior Minister Franz Loeschnak vehemently rejects 
this accusation. The interior minister descriti<s the cur- 
rent situation as follows: Ja‘fari Sahrarudi, who wes 
injured during the attack, +s only considered a witness to 
the attack, not a suspect. It was not possible to prevent 
his departure from Austria. A second man, Amir Bozo- 
rgian, was inter;cgated by the police, bul he, too, 1s no 
longer available to the police. 


[Begin Loeschnak reporting) We assume that he 1s still at 
the Iramian Embassy. At icast, we have no information 
that he has left Austria. We were not able to enforce the 
arrest warrant issued against him by the judicial author- 
ities. A few hours after the attack, we contacted the 
judicial authorities about the second mun and asked 
them to 1ssue an arrest warrant. Our request was not met. 
When the arrest warrant was finally issued, we could no 
longer get hold of the man. [end recording] 
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The Justice Ministry describes the situation somewhat 
differently. According to Justice Ministry officials, the 
police spoke of only witnesses on the weekend following 
the attack [15-16 July}. Only | day later an arrest warrant 
was applied and issued for the second man, Bozorgian. 
because of suspected fiulure to lend assistance to the 
ingured persons after the attack, not because of suspicron 
of murder. Not until another few days had clapsed, was 
an arrest warrant for a third man, Mustafa Hay. mssucd. 
In bis case, ioo the arrest warrant was issued because of 
failure to lend assistance. and not because of suspicion of 
murder. Interror Minister Loeschnak on the third man 


[Begin Loeschrak recording] The third man lefi the site 
of the crime mmmediatcly after the attack, and got 
somewhere near the Iranian Embassy. We do not know 
anything cise. For this reason 1 was not possible to take 
measures to search for him. despite the fact that inves- 
tigatrons—as far as | am familiar with them and as far as 
I have access to information—suggest that there 1s some 
suspicion that he may have been tavolved im the attack 
[end recording] 


In any case, none of the witnesses or those suspected of 
being involved im the attack are available, and Loc- 
schnak presumes that investigations will not reveal any 
further findings. 


FPOc, FDP Reject Links With FRG Republikaner 
AU 2507130989 Vienna Domestic Service in German 
1000 GMT 25 Jul &9 


Text] During a meeting in Salzburg. Lambsdorff and 

. the chairmen of the Free Democratic Party 
[FPD] and of the Freedom Party of Ausina [FPOc]. 
reyected cooperation with the extreme-nght Republi- 
cans. Lambsdorff said Haider denied reports about con- 
tacts between the FPOe and the German Republicans 
and other extreme-right parties in Europe. It has been 
agreed to continuc the cooperation between the FDP and 
the FPO in the Liberal International 


SPOe Criticizes Mock Talks With Turkey's Yilmaz 
AU2507 181589 Vienna WIENER ZEITUNG 
in German 25 Jul 89 p 3 


[APA report: “Political Insensitivity” | 


[Text] A 3-hour private mecting between Foreign Min- 
ister Alors Mock and his Turkish counterpart Mesut 
Yilmaz on Sunday [23 July] has prompted harsh criti- 
cism on the part of the Socialist Party of Austria [SPOc] 


During the meeting in Bregenz. the two foreign ministers 
discussed the problem of the Turkish minority in Bul- 


and preparations for the meeting of the European 
— Umon (EDU) scheduled to take place in 


Antalya in Turkey in August. 
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“While political mass trials are taking place im Turkey 
and death sentences are passed. and while Turkrsh 
occupation troops are using violence against hundreds of 
peacefuliy demonstrating women in northern Cyprus. 
the Austrian foreign minister discusses EC solsdarity. the 
problem of the Turkish minornt, in Bulgaria. and coop- 
craton between conservative partics within the EDU 
with hes Turkish counterpart. 


“Lam deeply shocked by thrs polrtecal unsensitivity.~ the 
international spokeswoman of the SPOe women’s orga- 
nizatsron, Deputy Waltraud Horvath. stated on Monday 
[24 July] mm a press release. 


Turkey acts as the “defender of the nghts of minorities” 
in Bulgaria while 1 brutall, suppresses the ethnic minor- 
ies 1M 1S OWN COUNtry OF simply Genes their cxrsien’e, 
such as on the case of the Kurds. Foreign Minister Mock 
should have reminded his counterpart Mesut Yilmaz in 
Bregenz of these facts. Horvath, who belongs to the 
Foreign Policy Committee of the Natronalrat, stressed 


Soviet Machine Visits 
40250719. 889 Vienna DIE PRESSE in German 
24 Jul 89 p 10 


[Unattributed report: “A Total of 32 Jomt Ventures 
With the USSR™] 


[Text] Vienna—A Soviet machine bw iding delegation that 
paid a visit to Austria held talks with the voce president of 
the Federal Economic Chamber, Ingnd Tichy-Schreder, on 
possibilities of cooperating with Austrian compames. The 
Soviets were mainly interested in the production of bicy- 
cles, the manufacture of small motors and houschold 


apphances, and of sanitary products. 


Of the 500 Soviet joint ventures «tablished with West- 
ern partners until the begining of junc, 32 have been 
signed with Austria. In addition to that, about 30 decia- 
rations of intent for yount ventures have been signed 


Hungarian Official Says Trade Increasing 
AU 2507 180389 Vienna DIE PRESSE in German 
24 Jul 89 p 8 


[APA report: “Trade With Hungary Has Been Intens- 
fied”) 


[Text] Vienna—Afiter years of decline and stagnation, 
foreign trade activities are imcreasing again tins year 
This was announced by Deputy Hungarian Trade Dele- 
gate Matyas Lovdl 


During the first 5 months of this year Austrian caports to 
Hungary involved 3.14 bilhon schillings, which corre- 
sponds to a 33.6 percent increase over the same penod 
last year. Hungarian exports amounted to 2.9 billion 
schillings, which corresponds to an increase of 31.6 
percent 
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The percentage of product's from the processing indusiry 
has increased significantly. Despite thes tendency. how- 
ever, 70 tw 8 percent of the Hunganan products 
exported to Austna are raw matenals of semi-finished 


products, the Hunganan trade delexate pointed out 


37 GDR Citizens Escape Into Austria 22-23 Jul 
AU 2407174389 Vienna Domestic Service in German 
1400 GMT 24 Jul &89 


[Teat! An unprecedented number of GDR citizens, 2 
total of 37 persons, crossed the border between Ausina 
and Hungary thes weekend [22-23 July]. Since 2 May. 
when the Hungarian authorities started to dismantic the 
technscal border barners, 152 GDR refugees have offi- 


cially been regrstered in Ausina 


* Polls Indicate SPOe, Oe VP Support Declining 
S6200 181 Vienna DIE PRESSE in German 


20/21 May &89 Supplement p Ill 


[Article by Dieter Lenhart “Today's Dmosaurs Arc 
Gradually Sipping Into the ‘Chalk’ Too”. first para- 
graph 1s DIE PRESSE mtroduction) 


[Text] When the national party conference of the Oc VP 
[Austrian People’s Party) ends thes Saturday night with a 
new group of people at its head, rts delegates wi’! be 
followed to their homes by a specter: the barely-35- 
percent-specter. Several polls have mndicated that if an 
election were to take place today. the Oc VP would get no 
more than one vote out of three. Truc, the SPO | Aus- 
trian Socialest Party] 1s om a somilar sitwation, it 1 much 
worse off than it was in November 1986, and even then 
it had lost 10 seats since 1983. The crash dive of the big 
parties, casily discernible by 12 March, the “great pro- 
vincial electron Sunday.” has been described by political 
screntists and politicians as a multilevel phenomenon 
How reversible 1s 11? The swath in the political landscape 
cut by Joerg Haider—ss it cause or effect of the big 
parties’ malaise? And what new type of party system 
could some day develop from today's development 
phase” 


Big downgs at Vienna's Museum of Natural History over 
the Pentecost weekend: long queucs of cager, mostly 
young Austrians and foreigners at the entrance to tae 
dinosaur exhibit. The visitors were amazed to note that 
the prehistoric monsters, with modern display tech- 
miques, appeared neither obsolete nor unattractive. 


It might be that some future political museum will show 
its curnous visitors the SPOe and OcVP as similarly 
ponderous, sadly extinct colossi. Perhaps the exhibited 
party giants will even look attractive then. The commen- 
tary might be to the effect that shortly before the 
millenium, having enyoyed a more or less brilliant cxrst- 
ence for several decades, the two big parties suffered a 
fate known since the carth’s middie ages: the same as 
befell the dinosaurs in the Cretaceous Age 


“4 
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Speaking of the Cretaceous Age: As far as we now know, 
the monstrous repisies met their doom not from one day 
o the neat, but eth remarkable suddenness. Some 
msiaval scoentests beheve that sudden changes m the 
envirenmental and living condions 70 mahon years 
ago caused an accumulation of stress factors for 
dinoraurs. The chums). oversized animals are sand 
have become the vectems of thes concentrated stress. 


Strangely cnough. politcal scecntest Fritz Plasser pub- 
lished a book mm 1987. entailed “Partees Under Stress,” on 
whaoch he listed “a bunch different stress factors”: shrink- 
age of habitual and core voter classes. exacerbated prob- 
lems of strategy and onmentation. cxcessive demands on 
imiegrative capabilitecs. compulsson for a “dramaturgy 
of shori-term emotionalism”. new challenges without 
precedent solutvoms. and finally. a heightened atmo- 
sphere of competitivencss caused by the formation of 
new partics 


All of that docs not necessarily lead to a dramatic 
collapse of the “big party” ocganizatvon—-but 1 may. In 
current parlance, we hear about a “crumbling process.” 
However, considering whal 1s gorng on m Ausina, we 
mught ask whether the term “crumbling” for such dra- 
matic changes within only 7 years not an overly 
benevolent cuphemssm 


In the 1983 election, the SPOc and OcVP together sill 
received 91 percent of the validated votes. In 1986, the 
figure was only 84 percent for the two big parties. If 
parhamentary clecthons were to be held this coming 
weekend, pollsters agree that the two stressed-out dino- 
saurs would «ct a mere 77 percent 


These numbers are even more dramatic for the two “big 
ones,” if we consider voter turnout, which has been 
declining ever since 1979, cxpressed im percentage of 
cligible voters, the Socialist and People's Party share of 
the vote sank even more abruptly during those few years. 


As a matter of fact. the way im which Plasser's jumor 
colleague Anton Kofler (author of “Upheaval im the 
Party Society”) described the Austrian political land- 
scape as recently as 1985 1s already entirely obsolete. Al 
the time, Kofler wrote that it was a “two-and-onc-half 
party system,” often also called a “limping three-party 
system,” with a “clear trend toward a two-party system.” 
However, at the moment we seem to be faced with a 
four-party system (9 1s start-up phase. What happened” 


From the capert’s standpoint, socropolitical movements 
usually resemble an amorphous and confusing tangic 
The ques.on of what came firsi—<cause or effect— 
usually comes into play here. Did the exp! osive growth of 
Haider's FPOc [Austrian Freedom Party], which would 
have been unimaginable only 3 years ago. derive frem a 
lack of blood in the “brains” of the two big parties? Or 
only from the fact of the Great Coalition’? Or is the 
present situation of the SPOe and OeVP the result of 








Haider's victory mazch’ Or projecting the future, how 
soon will the Hasder effect have ren its course. and what 
we! then be the condition of the present coalition parties 


for which currently no? rough tangble facts are available 
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was the decisive factor in their voting choice By 
only 12 years later, thas percentage had dropped to 37, 
18 now probat.y within the 25 to 30 percent range 


What have the SPOc and OcVP done during the last 
decade to deal with this dramatic turn of +-wents’ They 
have made no changes in their basic programms. they have 
not updated their vocabulary, and they have not found a 


participatory models. without doing so 


Al some poent in time our anger about the big parties 
turned not only to increasing aloofness and vexation, but 
also into a phenomenon which has manifested riself in 
the United States for some me. Plasser-Ulram, in a 
1982 publication called “Discomfort in the Party State.” 
called it “the emergence of public cynicism.” This 
“public cynicism,” expressed in pervasive scorn for the 
vanious shows of incompetence on the part of the parties 
in power, is gleefully practiced by the media. Inteliectu- 
als, among whom the rviiable, loyal voter 1s just about 


extinct, feel chalienged by it 


Two examples, which apply in equal measure to the two 
Ausinan laree parties: One subject for public cynicism 
continues to be the desperate complaint by leading 
coalition politicians that the present government is 
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unabic to “sell” mts basically terrific polscees. And this m 
a world fairly bursting with news media (even im laue 
Ausina’). whoch are tradimsonally 2cc “ssible to politacaans 
‘eg. the Austnan Broadcasting ‘vystem) or through 
which they can disseminate good acws at almost any 
tome. What 1s gomng wrong there? While «1 1s truc thal 
coalition politics as a whole cannot be described as 
“terrific.” certamn emportant reforms (tax, budget. state- 
owned enterprises) have in fact been umpicmenied or are 
well under way 


Cynscal observers themk that the party officials have 
forgotien how to talk to “the people.” and communscaic 
something of substance, or cise that they had never 
learned how to do thes in the first place. 


Example number two bad effects from dull pre-clection 
promises Sityman social screntrst Mandred tee ox 
it thes way on “Some Thoughts About Politics” (1987): 
“Competing politicians promise to solve problems im a 
way which will hurt no onc. thus createng a post-<clection 
situation m which they will be unable to make anyone 
bear the inevitable cost.” 


Behind thes umage of the increasingly cowardly big party 
politicians we find the thr atening and powerful entirety of 


the will and the desires of the populations, which 1s very 
well known from opimon polls. This spells the end of the 
old “instinctive politician.” Today's average politicians 
tines to construct hes platform like a puzzle from those 
pieces which he has previously cut out of poll results 


The foregaung 1s truce almost exclusively of the party or 
parties in power They are beset by the pressures of 
problems, of the aced to do something. In fact, however, 
the partes, SPOe and OcVP, have since 1945 been 
identified as the “governing” pany. since .hey have 
governed Austria singly or together. It 1s no comcdence 
that the single cxception (1983-86) went hand in hand 
with a catastrophic decline of the FPOe, which shared 
power at that terme 


Nevertheless the crisis and decline of the big party 
system must not be confused with the circumstances 
which have lately been especially threatened by crisis 
and decline, corcumstances under which parties mm a 
Western democracy such as Austria are today forced to 
govern. It ts true however that governing itself exacer- 
bates the dilemma of the “big ones,” because it shines a 
spothghi onto the system-inherent phoniness: Govern- 
ment actions are incompatible with program obligations. 
yesterday's guideline.. announced im tones of cternal 
truth, are imcompatible with today’s and tomorrow's 
objectives, which are announced im the same (false) 
tones. the penctraiing slogans of fired politicians are sent 
to the political punkyard along with their authors, new, 
often quite different ringing throw-away slogans fill the 
air—until they are rescinded 


Without getting sidetracked in details, we recognize that 
one of the reasons for objectives berng changed at the same 
time as party leaders is the television image. The “new 
one” must appear significantly different from the “old 
one.” The public then perceives, sees, and hears the new 
version, and it has a split, almost schizophrenic reaction: 
Benevolently—until further notewce—1t 3 the polits- 
cally and rhetorically new aura of new leader, 
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Soviet Defense Minister Meets UK Press 
LD2507190189 London PRESS ASSOCIATION 
in English 1811 GMT 25 Jul 89 


[By Charles Miller, PRESS ASSOCIATION defence cor- 
respondent] 


[Text] The first Soviet defence minister to venture into 
the West sat rigidly in his chair, peering through his 
bushy eyebrows at the gathered hordes of Br.:*sh media 
today. Gene:al Dmitriy Yazov looked the part—the 
typical Russian features and ruddy complexion, the 
immaculate military uniform and the chestful of colour- 
ful braid. Even in the revolution of glasnost and pere- 
stroyka, outward appearances do not change, so it was, 
therefore, all the more remarkable to hear this lifelong 
professional Soviet military man declare: “The cold war 
times are behind us.” 


Warming to his audience, he reacted with unexpected 
humour to poignant questions about Sovict intelligence- 
gathering activities in Britain. 


“Your defence secretary, Mr Younger, is inviting me to 
see your aircraft, your aircraft carriers, your parachute 
regiments,” he said. “We invite observers to cach others’ 
exercises and they can see what combat equipment 1s 
used. What remains a secret after that?” 


There had clearly been tough but convivial talks with 
both Mrs Thatcher and Mr Younger on a wide variety of 
crucial defence issues such as chemical weapons and 
disarmament. Gen Yazov was clear that President 
Bush's proposals for cuts in conventional arms could not 
be met inside the proposed timetable. A mayor stumbling 
block was the proposed ceiling of 275,000 troops on each 
side in Central Europe. 


Gen Yazov said: “Britain, France and other states have 
160,000 troops in West Germany. if the figure of 
275,000 does not include these, then the Soviet Union 
should have a larger number.” 


He also stressed that talks on conventional arms should 
include battlefield nuclear weapons—the issue which at 
one point earlier this year threatened NATO unity. 


“Since it is on the battlefield, then it is directly con- 
nected with the troops there,” he said. 


Gen Yazov came with one firm set of proposals—to 
increase exchanges between military and defence offi- 
cials at all levels. 


Mr Younger said both the British and Soviet defence 
staffs had been instructed today to draw up a programme 
for increasing contacts. 


UNITED KINGDOM 10 


“We see an expanding programme cf military to military 
contacts at all levels” said Mr Younge~. “We think they 
are an excellent idea and will add greatly to mutual 
understanding.” It 1s expected that among the proposals 
will be the visit of a Sovict warship to Britain. 


Earlier in the day Gen Yazov was introduced to Mr Tom 
King. who takes over from Mr Younger on Friday at the 
Ministry of Defence. Asked whether Mr Gorbachev haa 
any personal plans for a reshuffle, Gen Yazov replied: “I 
was approved only several days ago—in two weeks | 
have not had time to compromise myself.” 


MP Urges Selective Exposure of Soviet Espionage 
LD2407115189 London PRESS ASSOCIATION 
in English 1018 GMT 24 Jul 8&9 


[By Charles Miller, PRESS ASSOCIATION defense cor- 
respondent] 


[Text] Soviet espionage and subversion in Britain should 
be selectively exposed by the government to increase 
public sympathy for the secret services, a Tory MP urges 
today. He claims that the convention of silence im the 
twilight world of spies should not always apply. 


A study by Michael Mates, chairman of the Commons 
Defence Committee, points to the revelation in the 
1970's that the KGB was intercepting hundreds of thou- 
sands of telephone calls in the United States. “The 
carefully selected exposure of similar KGB operations in 
Britain might well have the effect of increasing popular 
sympathy for the work of the secret services,” he says. “'t 
would also have the advantage of demonstrating to the 
public that their safety, privacy and © vil liberties are 
threatened not by British secret services operating under 
the law and ministerial supervision, but by the agencies 
of other states and by terrorist groups, operating outside 
any political or judicial restraints in the Western demo- 
cratic sense.” 


Mr Mates cites the example of a British agent describing 
KGB talent-spotters at the London School of Economics 
scanning British and European students for pro-Soviet 
sympathies and weaknesses that might be exploited in 
later life. His study calls for the appointment of a new 
minister of state to oversee the secret services if greater 
scrutiny is required. The minister would report directly 
to the prime minister and to relevant departmental 
ministers attached to the cabinet office and with top- 
level security clearance. 


Mr Mates also calls for an intelligence review to examine 
needs and goals at both foreign and domestic level. But 
he rules out a U.S.-style supervision of the secret services 
by Parliament, because the greater risk of leaks would 
produce a more timid and bureaucratic organisation. 
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The Secret Services: Is There a Case for Greater Ope- 
ness? by Michael Mates is published today by Alliance 
Publishers for the Institute for European Defence and 
Strategic Studies, price 4.50 pounds sterling. 


U of State for Hong Kong 
HK2607020989 Hong Kong SOUTH CHINA 
MORNING POST in English 26 Jul 89 pp 1, 5 


[From David Wallen in London} 


[Excerpts] Britain's undersecretary of state with special 
responsibility for Hong Kong, Lord Glenarthur, resigned 
yesterday to avoid being sacked in the sweeping reshuffle 
of the Thatcher Cabinet. 


Lord Glenarthur's position as the most junior minister 
in the Foreign Office has been taken by 42-year-old Lord 
Brabazon of Tara. 


However, the new Foreign Secretary, Mr John Major, 
was still deciding how to distribute the portfolios and 
areas of responsibility within his ministry. 


The prime minister, Mrs Margaret Thatcher, probably 
will not want him to hand the Hong Kong portfolio 
automatically to Lord Brabazon, as the most junior 
minister, as would normally be expected. 


She is more likely to want to upgrade the post as an 
indication of the government's concern for Hong Kong 
in the wake of events in China. 


In this case, Mr Major could favour the slightly more 
senior figure of Mr Francis Maude, the 36-year-old 
lawyer brought into the Foreign Office in the reshuffle. 


At the time of choosing Lord Glenarthur, Mrs Thatcher 
entrusted the job to the most junior of the Foreign Office 
ministers because the Sino-British negotiations had been 
concluded and the British Joint Liaison Group was 
establishing its own office in Hong Kong to deal with 
China issues relating to Hong Kong. 


Lord Glenarihur, 44, was not well regarded in Hong 
Kong and is understood to have resigned when it became 
clear he would not survive Mrs Thatcher's shuffle. 


In the present climate in Hong Kong, the granting of the 
portfolio to the most junior minister would be certain to 
call into question Mrs Thatcher's avowed concern for the 
future of Hong Kong and the urgent need to restore 
confidence in the territory. 


She 1s yet to announce the government's response to the 
wide-reaching House of Commons Foreign Affairs Select 
Committee report on Hong Kong. 


UNITED KINGDOM 


And her selection of Mr Major, who has no expenence 
with Hong Kong, to replace Sir Geoffrey Howe, the 
architect of the Joint Declaration and the main intimate 
with Hong Kong matters, came as a surprise. 


Mr Major has five candidates in the Foreign Office for 
the Hong Kong portfolio. 


Apart from Mr Maude and Lord Brabazon, there are Mrs 
Lynda Chalker, Mr William Waldegrave and Mr Tim 
Sainsbury. 


Mr Maude was previously undersecretary of staie at the 


Department of Trade and Industry with special respon- 
sibility for corporate affairs. 


He visited Hong Kong only last September as part of an 
Asian tour to promote British trade. 


Considered a rising star within the Conservative party, 
Mr Maude’s politics are said to tend to the right and he 
made a reputation for speaking out against the trade 
unions. 


The son of a former MP, Mr Maude was educated at a 
private school before taking a degree in history at Cam- 
bridge University. 


Lord Brabazon previously held a very low position as 
parliamentary undersecretary of state at the Department 
of Transport with responsibility for aviation. 


Educated at the prestigious Harrow School, the former 
member of the London Stock Exchange began his life in 
politics as government whip in the House of Lords in 1984. 


He has served as government spokesman on transport, 
trade and industry, and treasury and energy in the House 
of Lords. 


But so far he has not made a great name for himself as a 
political figure and is best known as a yachtsman, 


specialising in sailing vintage ships. 


As the lowest paid minister of state in the Foreign Office, 
he will command a salary of 37,047 pounds 
(HK$466,792). [passage omitted] 


Lord Glenarthur, 44, was appointed to the Foreign Office 
with a special brief for Hong Kong and Southeast Asia in 
1987 following the promotion of the previous minister 
Timothy Renton, who was given a more senior post in the 
Home Office with responsibility for immigration. 


He has visited Hong Kong four times since he has held 
the post but has managed to embarrass himself on each 
trip and has been seen as largely ineffectual in the job 
and a political lightweight. 
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Lo:d Gilenarthur was educated at Eaton before joing 
the army and then working for British Airways as a 


helicopter pilot. 


He went into politics in 1979 when he took on the role of 
spokesman for the Treasury in the House of Lords 


His interest are listed as hunting and gardening. 


Major, Waldegrave Meet UAE President 25 Jul 
JIN2507 192689 tdanama WAKH in Enelish 1650 GMT 
25 Jul 89 


[Text] London, July 25 (GNA}—UAE President Shaykh 
Zayid ibn Sultan Al Nuhayyan received at his residence 
here today Britain's new Foreign Secretary John Major 
and Minister of State for Foreign Affairs William Walde- 


grave. 


They discussed the Middle East situation, especially the 
Palestinian problem and efforts to bring about a jusi and 


comprehensive peace in the region. 


The talks also covered Arab and world developments 
and the peace prospects in the Gulf on light of the 
Iraq-Iran negotiations as well as the Lebanese crisis and 
efforts to end it. 


Major said he was pleased to mect Shaykh Zayid and 
described ties between the two countries as fnendly 


Shaykh Zayid also received Former British Foreign 
Secretary Edward Heath [as received] who came to erect 
him during his vinut to Britain. They discussed relations 
between their count-tes. 


Vickers Tank Trials in Abu Dhabi Canceled 
LD2607 134289 London PRESS ASSOCIATION 
in English 1314 GMT 26 Jul 89 


[“Tank Trials Scrapped” by Charles Miller. PRESS 
ASSOCIATION defence correspondent} 


[Text] Trials designed to sell the Vickers Mark 7 tank to 
the Middle East have been scrapped because West Ger- 
many will not release crucial equipment 


The tank, a combination of a Vickers-designed turret 
and a German Leopard 2 chassis, had been expected to 
carry out demonstration trials in Abu Dhab: this month 


But sources revealed the West German Government 
would not release an export licence for the chassis to be 
handed over to Vickers. 


12 


UNITED KINGDOM 


A Vickers spokesman said today the co~spany was 
heavily tied up with the development of the ~halienger 2 
main hattle tank for the British Army. 


“We would hope to tnal in Abu Dhabi some time in the 
future.” he added. 


Merchant Fleet Said ‘I e for 
PM2507145389 London THE DAILY TELEGRAPH 
in English 25 Jul 89 p 7 


[Report by shipping correspondent John Petty: “Mer- 
chant Ficct Is *Inadequate’ for War Emergency” | 


[Text] Only one of the 34 merchant ships chartered by 
the government for military exercises in the 12 months 
to March was British, says a report today by the Com- 
mons Defence Committee. The position was worrying. 
not only from a defence point of view, but also from the 
wider cconomic and employment perspective. The 
report urges the government to take effective action to 
boost the merchant flect. 


Shipowners have also warned ministers that “there are 
not now sufficient British ships available” to mect a 
full-scale national emergency. The committee says Brit- 
ain was relying heavily on Scandinavian and West Ger- 
man ships being available for charter for military exer- 
cises. The purpose of such exercises could be senously 
undermined unless British ships and seafarers were used 


The report acknowledges that exercises were held at the 
end of summer, when British ferries were still fully 
employed on regular routes, but when the Baltic season 
was tailing off, leaving Scandinavian and German fc rries 
available at favourable rates 


Many Britssh-owned companies had been forced to put 
ships under other flags to cut costs because the govern- 
ment had rejected submissions that the companies 
should be allowed tax concessions similar to those pro- 
vided by other Common Market governments. In addi- 
tron, some major Companies were foreign controlied 


The report says manpower is still falling in the Merchant 
Navy. In an emergency, substantial numbers of foreign 
officers and seamen would have to be hired. Problems 
arose during the Falklands campaign because Royal 
Navy and Merchant Navy crews were insufficiently 
familiar with each other's practices and procedures 


In a report on merchant shipping and defence, the 
General Council of British Shipping said recently that 1 
doubted that “the British fleet could mect all the tasks 
which government would like it to undertake” 


The Transport Department says a Merchant Navy 
Reserve is being created so that cxpenenced British 
seafarers can be recalled if needed. 
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SPD, Greens Meet, Discuss Possible Cooperation 
AU 2507175789 Munich SUEDDEUTSCHE 
ZEITUNG in German 24 Jul 89 p 1 


[Klaus Dreher report: “The SPD and the Greens Want 
To Continue Their Talks”) 


[Text] Bonn, 23 July—New details on talks between the 
deputies of the Social Democratic Party of Germany 
[SPD] have emerged over the weekend [22-23 July]. 
According to reports, the participants agreed to continue 
talks after the summer break. The first talks mainly 
centered on foreign policy issues. During future rounds 
of talks, domestic issues should also be discussed. 


The fact that an initial informal dialogue was established 
between the SPD and the Greens was confirmed on 
Friday [21 July} by the spokesmen of both parties. 
However, Eduard Heussen from the SPD downplayed 
the contacts by claiming that this was “quite a normal 
meeting between parliamentarians.” The chairman of 
the Free Democratic Party [FDP], Otto Graf Lambs- 
dorff, stressed that his party is not holding talks with the 
Greens. The executive secretary of the Bundestag group 
of the Christian Democratic Party/Christian Social Party 
[(CDU/CSU], Fnednch Bohl, accused the SPD of 
“wanting to rise to power at any cost.” CSU leader Theo 
Wage! accused the Social Democrats of pursuing a 
“power policy without morals and limits.” 


In its latest edition, DER SPIEGEL reported that the 
meeting had taken place at Crottorf Castle near Cologne 
on 21 July, and that it was hosted by Hermann Graf 
Hatzfeld-Wildenburg, an author of “papers sympathetic 
to the Greens.” According to reports by participants, the 
guests included SPD deputies Horst Ehmke, Egon Bahr, 
Karsten Voigt, Andreas von Buchlo., Katrin Fuchs, and 
treasurer Hans-Uinich Klose. On the part of the Greens, 
the chairman of the Greens groups in the Hesse Dict, 
Joschka Fischer, Deputies Otto Schily, Alfred Mechter- 
sheimer, and Helmut Lippelt, and the spokeswoman of 
the Greens Executive, Ruth Hammerbacher, attended 
the meeting. DER SPIEGEL further reports that the 
participants want to publish “papers” at the end of their 
discussions. Whether this will actually be the case is 
uncertain according to political observers, because mem- 
bers of the Greens voiced protest after it became known 
that the meeting had taken place. The most recent 
edition of the paper published by the Greens in Hesse, 
GRUEN INTERN, which was entitled “Doomed to 
Assume Power,” confirms the report by DER SPIEGEL. 
According to this report, Egon Bahr stated clearly that “a 
declaration of support by the Greens for NATO” is the 
precondition for cooperation with the SPD. In an article 
published in GRUEN INTERN, the spokeswoman of 
the Greens Executive, Verena Krieger, puts it this way: 
The Greens are required to provide a “declaration of 
support for this state” if they want to form a coalition 
with the SPD. In addition to that, they have to “accept 
NATO and the EC.” 
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Whereas Mrs Krieger, who is considered a member of 
the “undogmatic left” flatly reyects such preconditions, 
spokesman Ralf Fuecks, who belongs to the “Green 
Awakening™ [Gruener Aufbruch], also rejects such dec- 
larations of support and wants a program that defines 
disarmament and the overcoming of the blocs “below” 
this question. 

The third spokeswoman, Ruth Hammerbacher, com- 
plained that the new Greens Executive has imposed a 
“self-blockade™ on itself within the first 100 days of its 
existence. All three spokespersons shared the view that 
“no clear majorities” are discernible within the Execu- 
tive. For this reason, the National Executive will not be 
able to draft a “joint statement on elections.” 


In the same paper, Udo Knapp from the Greens Bund- 
ms ee, who is a member of the pragmatic wing. 

“Red-Green coalitions as a model that will 
probably be discontinued because they are a relic of the 
out-dated four-party system.” He stated that it can do no 
harm “to have the FDP in the Cabinet” in order to 
ensure a “growing ecological-industrial sector im the 
national economy.” 


GRUEN INTERN also published an “analysis” by SPD 
Executive Member Peter von Ocertzen which was appar- 
ently compiled some time ago. In his analysis, Oertzen 
warns the party against taking into account the failure of 
attempts by the Greens to integrate the different currents 
within the party. He considers it more likely that a 
“broad and solid left-of-center coalition” will form 
within the party. If the Greens succeed in reorgaizing 
themselves as a * “serious force that is capable of acting 
and which has a fairly clear program” until the national 
elections, things will become “delicate” for the SPD. 
When turning toward the “center,” the party would risk 
losing considerable confidence on the left. 

Kohl ‘Alarmed’ by M 
AU 2607095289 Frankfurt/Main FRANKFURTER 
ALLGEMEINE in German 26 Jul 89 p 4 


[“C.G.” report: “Kohl: Meeting Is Alarming”) 


Text] Bonn—Chancellor Kohl has called the meet 

oreign policy issues between leading politicians of the 
Social Democratic Party of Germany [SPD] and the 
Greens at Crottorf Castle near Cologne in June not 
surprising but alarming. In a statement published in 
Bonn, Kohl wrote on Tuesday [25 July}: “The SPD 
seems to be ny | to finally set the course for a 
red-green alliance after the 1990 Bundestag elections.” 
Thus, the scenario that is already being tested in Berlin 
and Frankfurt is intended to become reality for the 
whole of the FRG. The talks reveal “the Social Demo- 
crats’ double standard on morals in dealing with radical 
parties.” The SPD warns against right-wing extremists, 
while it is making left-wing extremists acceptable: 
“While the SPD admonishes other parties not to coop- 
erate with the Republikaner, the Social Democrats are 
coming to terms with the Greens and are thus paving the 
way for left-wing extremists.” Playing down the talks 


with the Greens as informal meetings will not help the 
SPD. Just the attempt to keep the meeting secret speaks 
for itself. The secret meeting is in line with “the outra- 
geous SPD strategy paper, which hopes that the party 
will benefit as a result of stronger extreme-right groups.” 
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It 1s indicative that after the talks with the SPD a Greens 


spokesman called for a change in the preamble to the 
Basic Law. 


Kohl wrote: “Forces that want to give up the objective of 
unity of all Germans in peace are aligning with one 
another.” The Christian Democratic Union [CDU] 
opposes such a development. So long as the Greens are 
not able to clearly reject violence, do not accept the 
foundations of the Constitution, call for withdrawal 
from NATO, and reject the social market economy, 
cooperation with them 1s impossible, he stated. SPD 
Presidium Spokesman Heussen pointed out to Kohl that 
his alarm was linked with the CDU's “gloomy prospects 
for the elections.” It is 1 and % years too early to start 
worrying about the present government's existence 
because of “natural contacts between parliamentarians.” 
Similar talks have taken place between members of other 
parliamentary groups and the parties, he said. If Kohl 
puts Greens parliamentarians on the same level as the 
Republicans, he shows that he “has not fully grasped the 
real danger from the right.” 


SPD Criticizes Austria Application To Join EC 
AU 2507183189 Vierna KURIER in German 
25 Jul 89 p 3 


[Unattributed report: “SPD Criticizes Vienna's EC 
Course} 


[Text] The dispute with Belgian Foreign Minister 
Eyskens about Austria’s neutrality has been resolved, 
Foreign Minister Mock stated on Monday [24 July]. This 
has “only caused a delay of 2 weeks.” 


FEDERAL REPUBLIC OF GERMANY 


Al the same time, the Social Democratic Party of Ger- 
many [SPD] vehemently criticized Austria via its press 
service: The Austrian Governmen! ~ nas not paid enough 
attention to legal and political implications resulting 
from the country’s status of neutrality.” The attack by 
Eyskess was a “serious diplomatic gaffe.” but no “inex- 
plical. e and ssolated mistake.” Lack of knowledge on the 
part of NATO circles about neutrality 1s behind this. In 
addition to that, “significant voices from within the EC 
have been ignored in Vienna for years.” The discussion 
not only harms Austria but also the instrument of 
neutrality rvovided by international law, and thus also 
the other neutral countries in Europe, the SPD's press 
service points out. 


Spokesman Welcomes Israeli Decision on Elections 
LD2507131789 Hamburg DPA in German 1114 GMT 
25 Jul 89 


[Excerpt] Bonn (DPA}—The FRG Government on 
Tuesday welcomed the decision of the Israeli Govern- 
ment to implement in its original form its plan for 
Palestinian autonomy coupled with elections, in spite of 
opposition from within the governing Likud bloc. A 
Foreign Ministry spokesman in Bonn said in response to 
an inquiry that elections in the occupied territones could 
be of great value for later negotiations on the final fate of 
these areas. 


He referred to the statement made by the last EC summit 
in June, according to which the initiative by Prime Min- 
ister Yitzhak Shamir—including the free election of a 
delegation for negotiations with Isracl—could “contribute 
to the peace process” under certain conditions. The most 
appropriate path toward a peace settlement is a Middle 
East conference under UN auspices. [passage omitted] 
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Letters, Photos Received From Hostaze in Lebanon 
LD2607085889 Paris Domestic Service in French 
0800 GMT 26 Jul 89 


[Text] Anne-Marie and Andre Metral, the sister and 
brother-in-law of Jacqueline Valente, who is being held 
hostage in Lebanon, will go to the Foreign Ministry this 
afternoon. They have been invited there by Forcign 
Minister Roland Dumas. The Foreign Ministy recently 
received letters and photos from Jacqueline Valente and 
her daughter, who was born in captivity. The Metrai 
couple have been on hunger-strike for 16 days now and 
they will continue their action until they have obtained a 
public commitment from the government on the release 
of Jacqueline Valente. Furthermore, a demonstration of 
support is due to take place today in Lyons in the 
presence of Jean-Paul Kauffman. | remind you that 
Jacqueline Valente was kidnapped on 8 November 1987 
while on a pleasure-boat in the Mediterranean: The boat 
was called the “Silico”. 


Saudi Air Defense Commander Arrives for Visit 
NC2107205389 Riyadh Domestic Service in Arabic 
1800 GMT 21 Jul &9 


[Text] His Royal Highness Staff Major General Khalid 
ibn Sultan ibn “Abd al-Aziz, commander of the royal 
Saudi Air Defense Forces, arrived in Paris this afternoon 
at the beginning of a 6-day official visit to France. The 
visit 18 IN response to an invitation from the French 
defense minister. His Highness is accompanied by a 
delegation of senior air defense officers. 


During the visit, His Highness will hold talks with 
officials in the French air defense forces and military 
industries. He will also visit some French military bases 
and installations. 


His Highness will attend the graduation ceremony of the 
first group of air defense officers to complete their 
courses at French military and technical academies. 


Overseas Minister in New Caledonia for Talks 
BK 2507160689 Hong Kong AFP in English 1823 GMT 
25 Jul 89 


[Text] Noumea, July 25 (AFP)}—The French minister for 
overseas territories, Louis le Pensec, arrived here from 
French Polynesia on Tuesday [25 July] for a three-day 
visit, officials said. 


FRANCE 18 


Mr. Le Pensec ts making his fifth visit in eient months to 
New Caledonia, a French Pacific territory. 


He is scheduled to hold talks Wednesday with anti- 
independence leader Jacques Lafleur and two prominent 
separatist leaders, Francois Burck and Leopold Joredic. 


The three men represent factions which were signatories 
to last June’s Matignon accords which call for a referen- 
dum on the territory's independence in 10 years’ ime. 


LSD, i Seized on Train in i hicmville 
AU 2207161789 Paris AFP in Enelish 1030 GM? 
22 Jul 89 


[Text] Metz, France, July 22 (AFP)}—French customs 
agents seized 5,000 LSD capsules and 1.3 kilograms (2.8 
pounds) of amphetamines on a train from Ostend to 
Milan during a stop at he castern French town of 
Thionville, customs authorities said here Saturday. 


The drugs were discovered in two of the train's toilets 
during a routine inspection. A Swiss passenger was held 
by police here before being released for lack of proof. 


The drugs have an estimated value of some 900,000 
francs (140,000 dollars). 


Police Break Up Provence Drug Ring 
LD2507194389 Paris Domestic Service in French 
1100 GMT 25 Jul 8&9 


[Summary] Police have broken up a drug-trafficking ring 
operating in Provence and dealing mainly in Ecstasy 
pills. The drugs squad had broken up a first network of 
Ecstasy dealers in April when 200 capsules were seized 
near Avignon. Aficr 3 months of undercover surveil- 
lance, the police have now found the brains behind the 
network, a man called Bernard from Marseilles who is 
based at La-Seyne-sur-Mer. At his home they found 
1,600 doses of Ecstasy and 85 grames of cocaine. Drugs 
squad officers also seized a further 200 Ecstasy pills, as 
well as cocaine, heroin, weapons and stolen cars, at the 
home of his contact in Avignon. A total of 20 or so 
people have been detained in custody and the examining 
magistrate has already questioned 8 people. 
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Foreign Minister Interviewed on UNITA Ties 


Says Savimbi May Be Given Visa 
LD2307193689 ! :sbon Radio Renascenca 
in Portuguese to Europe 1800 GMT 23 Jul 89 


[Text] Jonas Savimbi can visit Portugal. Foreign Minis- 
ter Joao de Deus Pinheiro said today in an interview to 
Radiodifusao Portuguese that the government accepts 
the possibility of granting the UNITA [National Union 
for the Total Independence of Angola] leader an entry 
visa to Visit Cur Country. 


Granting the visa is connected with the present political 
situation. Joao de Deus Pinheiro said the peace process 
in Angola is a victory for Portuguese foreign policy. The 
foreign minister stressed UNITA’s positive conduct and 
its commitment to mobilizing the Angolans to end the 
civil war. 


Further on Interview 
LD2407142289 Lisbon International Service 
in Portuguese 1100 GMT 24 Jul 89 


[Text] Foreign Minister Joao de Deus Pinheiro admitted 
in an interview with RDP-International that Portugal 
could grant an entry visa to UNITA [National Union for 
the Total Independence of Angola] leader Jonas Savimbi 
and that this had not been the case hitherto because it 
would have been detrimental to the situation at the time. 


In an interview by Radio Portugal, the foreign minister 
had the opportunity to clarify the role of Portuguese 
diplomacy in the current peace process in Angola. 


[Begin Pinheiro recording] With regard to the peace 
process in Angola, | would like to emphasize some 
important aspects so that Portugal's action can be under- 
stood. 


The first is connected with the visit by the prime 
minister and myself to Washington in February 1988, 
when we took the opportunity to explain in great detail 
to President Reagan, Secretary of State Shultz, Assistant 
Secretary of State Chester Crocker, and various mem- 
bers of the Congress and Senate what we considered 
indispensable for reaching a solution to the Angolan 
problem. Later the prime minister himself gave a speech 
at the Press Club in Washington in which he summarized 
the Portuguese view. There we mentioned as indispens- 
able factors the disinternationalization of the conflict in 
Angola with the withdrawal of the Cubans and the 
withdrawal of South African troops from Angola, and 
allowing the Angolan forces themselves to solve Angola's 
internal problems. We added, furthermore, that the idea 
of dividing Angola seemed absurd to us. This (?mile- 
stone) in February 1988 occurred before any of the 
quadripartite discussions. [end recording] 
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Joao de Deus Pinheiro denied that the Portuguese Gov- 
ernment had at 2ny time called UNITA armed rebels, 
because UNITA at least has a historic legitimacy dating 
back to the colonial penod. the Portuguese foreign 
munisier said. 


[Begin Pinheiro recording] We never made an‘ public 
appraisal of either the Popular Movement for the Libera- 
tion of Angola [MPLA] or UNITA, because we have 
always believed that this 1s an internal Angolan probiem. 
Likewise, we never gave a negative opinion of UNITA for 
the very simple reason that UNITA’s legitimacy dates back 
to the times of the colonial war. It, therefore, 1s a move- 
ment that has a hestoric base, an ethnic and social base. 
and as such has some characteristics that could from our 
[word indistinct] viewpoint be described as different from 
what they are in reality [as heard] Therefore, normally we 
do not refer to UNITA, and whenever we have done so, we 
have been careful to mention or emphasize that UNITA, 
for example, had a situation, characteristics thal were 
completely different from those of Renamo [Mozambique 
National Resistance]. But as a norm we held the principle 
of (a) not having official or unofficial contacts with 
UNITA, as with the MPLA; and (b) stressing that we did 
not consider UNITA as a gang of terrorists, but a political 
Organization with a certain historic legitimacy. [end 
recording] 


Joao de Deus Pinheiro emphasized that Portugal is still 
committed to helping Angola, namely in the economic 
recovery of the country. 


[Begin Pinheiro recording] Every effort possible should 
be made so that the talks, which have now started, end 
well. And as you know, | myself had the idea of launch- 
ing the idea internationally, of the realization of what | 
called the mini-Marshall plan—which was later rebap 
tized with the Portuguese name Parea—for the economic 
and social reconstruction of Angola, because we are all 
aware that after 28 years of war it is necessary to make an 
added effort so that Angola may resume the road to 
development in a relatively short time. [end recording] 


That was an excerpt from Foreign Minister Joao de Deus 
Pinheiro’s long interview to RDP-International. 


* Inflation Seen as Threat to EEC Integration 
35420101d Lishon SEMANARIO LCONOMIA 
in Portuguese 20 May 89 p 4 


[Article by Paulo Lopes: “Inflation at 13.2 Percent; EEC 
Integration May Be Endangered”. first paragraph 1s 
SEMANARIO ECONOMIA introduction] 


[Text] Inflation is running at 13.2 percent, thereby 
putting at risk the development of our financial markets 
and our membership in the Single Market. 
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The galloping inflatron—whuich picked up speed again in 
April and sumped the | 3 percent barner—puts at risk the 
government's obycctive of enabling Portugal to “mect 
the challenge of European integration ~ 


According to data released this week by the INE 
[National Statistics Institute], the rate of inflation— 
which had been rising @vadily from the 8 percent of | 
year ago—reached 15.2 percent in April, 0.8 percent 
above the March rate. Ecomomusts insist that the failure 
to control inflation delays the development of our finan- 
cial markets and endangers Portugal's full membership 
in the Single Market. 


“A government that does not offer a credible program of 
deflation and thereby makes an agreement on productivity 
impossible,” says Agostinho Roseta of the UGT [General 
Workers Union], “gives the impression of actually being 
unconcerned about the problem of inflation.” 


Economusis assert that in order to reduce inflation with- 
out serous ks of employment and production, i 1s 
crucial to obtain the support of the various social part- 
ners for an agreement on prices and productivity. They 
emphasize that the government should also encourage 
deflationary expectations by committing itself to a 
medium-term program to hold down public spending. 


Minister of Finance Miguel Cadilhe acknowledged 
Wednesday that the average a*nual rate of inflation may 
hover around |1 and !2 perccat in 1989, thereby sub- 
Stantiating opinions pubimshe: last March in SEMA- 
NARIO ECONOMIA to the effect that inflation would 
not be below |! percent. 


Former Finance Minister Vitor Constancio, however, 
forecasts that the average annual rate will probably be 
around | 3 percent this year. If Miguel Cadilhe’s for cast 
iS NOt to be exceeded, inflation would have to moderaic 
sufficrent!» beginning this month to record an increase in 
prices of less than 10.6 percent for the entire year. 


“Te 1978 and 1983 stabilization programs of the IMF 
demonstrated that the balance of payments reacts much 
more rapidly than do prices to measures designed to 
restrain demand, such as the measures announced on | 7 
March,” declares Manuel Pinho, economist of Manufac- 
turers Hanover Bank. Pinho says that this restrictive 
package will not have a full impact on inflation until 3 or 
4 months from now. “If by the end of summer,” he goes 
on to say, “inflation continues its negative performance. 
the government will have to impose stronger measures. 


especially in the area of the budget.” 


In the opimon of Vitor Constancio, “the recent worsen- 
ing of the inflation makes more remote the possibility of 
convergence with the EEC average during the coming 3 
years.” The economists, however, emphasize that it 1s 
essential to get the Portuguese economy into step with its 
European counterparts so as to foster a climate of 
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Sabilsty that well attract and keep mvesiment. Only 
then. they say. will « be posssbic to liberalize the flow of 
captal and open the doors of our financial markets to 
the Single Market—something that Portugal cannot put 
off bevond 1995 


Moreover. the failure to control mflation has delayed 
abandonment of the cred lumits—an archasc system of 
monctary control that smpedes the development of our 
financial system. “Credit lumrts umpose intolerable incffi- 
cences upon the banking system.” one cconomus! 
declares 


Many critecize the government for not controlling the 
growth of public spending. which feeds inflation. The 
government, they say. has thereby subjected the nauon 
10 tremendous monctary constraints that suffocate pro- 
ductive imvesiment 


Small and medium-sized Companies are beginning to feel 
the effects of the tightening of credit that since last 
November has raised by more than 2 percent the average 
cost of bank financing. they now find themselves obliged 
to repay loans despite paying interest raics of more than 
21 percent per annum 


This, despite the fact that consumers are the principal 
victims of the March package According to provisional 
data from the Automotive Trade Association, the pack- 
age 1s already having an effect on sales of small cars. 
which in April were 30 percent below the average for the 
first quarter of this year 


The government's objective 1s to hold down the growth 
of private consumption to 3.5 percent this year (in real 
terms) as opposed to 6.5 percent m 1988. In an interview 
grarted this week to RTP [Portuguese Radio and Tele- 
vision}, Prime Minister Ansbal Cavaco Silva did not tire 
of saying that he secks to moderate demand (in order to 
dispel inflationary tensions) but to keep the economy 
growing al a good pace 


The prime minister declared that over the next 3 vears 
Portugal should grow 1.5 percent faster than the EEC 
average, with investment mecreasing by 8 to 10 percent 
per year and unemployment remaining stable at 6 per- 
cent. Meanwhile, a press release from the office of the 
minister of finance states that it may reasonably be 
anticipated that inflation mm 1992 will be close enough to 
the EEC average to enable Portugal to join the European 
Monctary System 


The problem is that these two objectives (strong growth 
and rapid deflation) are incompatible. “To achieve a 
growth rate 1.5 percent above that of the EEC 1s nothing 
extraordinary.” says Vitor Constancio. “That 1 what 
was achieved, on the average, from 1974 to 1988. But to 
attempt to decelerate inflation rapidly merely through 
the instrumentality of monctary policy would bring on a 
small-scale recession. which 1s undesirable.” 
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Moreover, the labor federations will not readily enter 
into productivity agreements based on crcessively ambi- 
uous goals with respect to inflaton that could endanger 
the growth of real wages—all the more so. as Agostinho 
Roseta pots out, because last year's wage mcreases 
barely kept up with inflation 


Even if the government succeeds in negotiating an agree- 
ment on productivity, however, controlling inflation 1s 
going to be much more difficult than mm the 1985-87 
penod. “Gone are the years of casy living.” Manuel 
Pinho declares, “when all the external factors helped to 
lower inflation.” 


Bad harvests, combined with the rise of the dollar and of 
the price of petroleum this past year, have made our 
imports more cxpensive. Today, Portugal 1s importing 
inflation. A recent IMF report forecasts that inflation in 
the industnalized countries will rise to 3.8 percent thes 
year from the 3.2 percent of 1988 


Moreover, the government misses no Opportuniy to point 
out that Portugal was not the only country to fail to meet 
its inflation goals. The United Kingdom had forecast 5.5 
year and reached 7.9 percent in March 
The Spanish Government last weekend had to impos 
restrictive measures to control inflation, which reached 6 | 
percent in March--double the goal for thes year 


The Ministry of Finance, however. emphasizes several 
factors which combine to lower inflation. For cxampic. 
the substantial volume of investment made in recent 
years should increase production capacity and reduce 
inflationary tensions. The Bank of Portugal promises to 
continue to tighten credit, causing analysts to forecast 
that interest rates will continue to rise (but not more than 
1 percent in the coming months) 


The massive issues of public debt instruments now under 
way, and the doubling of taxcs (and earlier duc dates for 
their payment), will help to cool off consumption. Inas- 
much as the national budget was prepared on the basis of 
a goal of 6 percent inflation for this year, tax receipts will 
be much higher than the forecast. “In view of the 
worsening of the inflation,” Vitor Constancio says, “it 1s 


necessary to revise the budget and wage policy.” 


In a speech he gave this week in the Assembly of the 
Republic, Socialist Deputy Joao Cravinho commented 
that the government apparently ceased to regard the fight 
against inflation as a priority task when the inflation rate 
began to rise again. But the prime minister knows—ceven 
if he has not yet said so over the RT P—that the failure to 
control inflation 1s endangering the European integra- 
ton that 1s so dear to him. 


* Foreigners’ Buying of Firms Raises Concerns 
35420101¢ Lishon DIARIO DE NOTICIAS 
ECONOMIA in Portuguese 29 May 8&9 p 6 


[Article by Pinto de Carvalho: “The Portuguese Econ- 
omy Will Soon Be in the Hands of Foreigners”| 


: 
g 


[Text] Foreign investors are buying Portuguese firms. 
and if the trend continues, they will soon take control of 


compete with moncy that arnves from abroad. Tha 
Statement was made m an interview granted to the DN 
[DIARIO DE NOTICIAS] by Tristao da Cunha. chan- 


man of the board of the Espirito Santo Investment 
Company [ESSI] 


He also contends that if the capital market docs not 


pecture of the small scale of most of the individual factones 


The future of Portuguese industry 1s large'y dependent 
on remvigorating these companies, with regard both to 
indices of productivity and to standards of quality 
Restructuring shourd therefore become the watchword 
Mergers of companies, and the acquisition of some 
companies by others, will soon become commonplace 
What we are witnessing at the present moment. however 
1s the purchase of Portuguese factones by foreign groups. 
while our entrepreneurs continuc to be hesi! ant. 


The mmvestment companies play a decicive role om thes 
type of operation, both im the preparation and im the 
implementation of these transactions. They seck out 
firms that mesh well together, study markets, and bring 
together the prospective interested parties. 


Tristao da Cunha sums up for us what 1s happening in 
Portugal today. There are not, he told us, “many Portu- 
gucse companies that are acquiring other Portugucse 
companies.” What 1s certain is that there are foreigners 
who “want to buy Portuguese companies.” This picture 
could change within 2 or 3 years, he says, because 
“mergers and acquisitions among Portuguese companies 
will undoubtedly increase as the economic groups that 
are being formed gain strength.” He also believes that 
“without strong and cohesive economic groups it will be 
very difficult to compete with the foreigners.” 


Trstao da Cunha insists that “if this trend continucs. 
within a short time we shall have the Portuguese ccon- 
omy in the hands of foreigners.” In his opinion, we have 
to go back 14 years to find the causes of this situation 
“This 1% one more of the abolition of the 
economic groups in 1975,” he says, “and of the lack of an 
explicit desire on the part of the ensuing governments to 
support the formation of other economic groups.” 


Distrust and Fear 


In thes phase, a major role 1s played by the investment 
companies, all the more so because merger and acquis- 
tron transactions are not casy to accomplish. “If tm a 
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strong Company and has cash.” Tristao da Cunha says. 
“st can cxpand by making acquisitions. If a ms a weak 
company. lacks markets. or has asscts bul docs not 
derive profit from them. i tS a good candidate for 
acquisition.” And there ss another scenano “I! 


company 1 strong. and if is capital stock ss 
— ieanstel on hatedh — 
proces,” he says, “it 1s a tempting target for acquisition, 
— by companies and groups thal need a strong 
cash J 


iF 


The difficulty les in reconciling these “cases.” In this 
connection it should be added that unlike what is hap- 
pening in other countnes, few of these transactions 
mvolve the stock market, thes 1s because “a great many™ 
of the companies quoted on the exchange are “controlied 
by one person. or a group of persons, who hold more 
than 50 percent of the capital stock.” 


In the context of the pressing need for our companies to 
grow, the greatest obstacles are all too often the entre- 
prencurs themselves. They view these transactions, 
Trstao da Cunha says, “with a measure of mistrusi— 
mistrust and fear”—because according to his cxpenence 
“the problems that arise when one company acquires 
another, or when they merge, are many and varied.” 
These are, he said, problems relating to “production and 
to personnel, and problems associated with the harmo- 
nization of different methods of marketing and different 
cultures.” 


Despite everything, and even without the involvement of 
investment companies or other financial institutions, in 
some sectors of the economy there are attempts at 
concentration, cooperation, and collaboration among 
units in the same field. Tristao da Cunha agrees with 
these mitiatives because, he says, “it may be the only way 
to achieve economies of scale adequate to compete with 
the great multinational enterprises that will exsst om this 
future market.” 


Privatizations and the Capital Market 


The privatizations now under way, and those that have 
been announced, will also constitute “a source of busi- 
ness for the investment firms,” he says, because “these 
firms can serve as intermediaries between entities that 
wish to buy some of these privatized companies.” 
Tristao da Cunha adds, however, that “when the coni- 
panies are totally privatized, genuine transactions of this 
sort will be rare” because “al that time the process of 
rationalization will begin,” with the breaking up of the 
companies into various units. 


There are those who advocate opening a second market 
of companies that are quoted on the exchange. It would 
provide new prospects for “marriages” between factories 
that are in the same category or complement cach other. 
Concerning this possibility, Tristao da Cunha made the 
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following comment, half sarcastically, half hopefully: “It 
would help to have a ‘first’ market that 1s sophisticated 
and active, ict alone a second.” 


The capital market ss goimg through a less favorabic 
penod, with a “lack of volume of transactions” because 
of a lack of meren on the part of investors thal 1s an 
outgrowth of thew “fear of making bad deals, im other 
words, the fear that their stocks and bonds will decline m 
value after they have been purchased” and also. he says. 
because of the “fiscal indecision, which during 1989 was 
a dominant factor im our market™ and because there 
continuc “to be some companies quoted on the cachange 
whose stock has a relatively ‘ugh par value.” 


Believing this to be the situation, Trisiao da Cunha 
draws his conclusions. “Portuguese industry.” he says. 
“ys already grappling with a lot of problems, as for 
example the restrictions on credit and the catremely high 
interest rates, bul these problems will be even greater if 
the capital market docs not recover.” mn other words, if 
companies “cannot finance themselves by the issuance 
of stocks or bonds.” The result, he says, will be that the 
“well capitalized” factories—factores that “will even be 
able to make some investments —vall survive. As for 
the others, they will not grow and will have “diminished 
profits, which will caus their stock to be worth less on 
the market, thereby creating a vicsous circle that will not 
be casy to break.” 


The size of a company may not be sufficsent either to 
sustain it oF to cause it to fail, although in view of all that 
we have heard this would appear to make no sense. The 
solution for the small company may be, according to 
Tristao da Cunha, to rely on quality, which he says “will 
always have a market.” The Single Market “1s not gorng 
to destroy” many of those companies “that are regarded 
as artisanal in nature.” 


Tristao da Cunha sees the role of government at the 
present moment as follows: “...Companies can survive 
and grow in a healthy manner if the machinery of the 
government and the public administration in gencral 1s 
debureaucratized, and if—above all clse—“those in 
charge of the government do not themselves harbor an 
antipathy toward the creators and accumulators of 
wealth.” 


* Libyan Interest in Trade C Noted 
354201016 Lishon DIARIO DE NOTICIAS 


in Portuguese 29 May 89 p 4 


[Excerpt] Libyan Minister of Foreign Affairs Azouz 
Jadaliah Atalhi expressed in Casablanca a desire to 
implement the protocols signed between his country and 
Portugal by finding the practical means essential to a 
gcnuine policy of two-way cooperation. 


The minister pointed to the improvement in relations 
that has taken place between Portugal and Libya, and 
also emphasized that there have been positive gestures 
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on the part of our country. In thes connection he cited the 


fact that the president of the republic has accepted the 
credentials of the Libyan ambassador im Lisbon. 


Azouz Atalh: also recalled Libya's efforts to umprove and 
intensify sts relations with Portugal. a country which a 
regards as a fmend despite ceriam past Cifficultees that 
have woday been rosolwed. He said that the Portugucse 
are highly regarded m Libya. and that their many murt- 
atives—at different levels—to encourage and stimulate 
relations between the two countnes and peoples are 


equally appreciated [passage omitted] 


* Talks Continue on Moscow Supermarket 
35420101a Lishon O JORNAL in Portuguese 
25 May 89 p OE 


[Text] In the first week of neat month unc), PLANCO 
(the “trading” company of the Pao de Acucar Group) 
will receive a delegation of Soviet officials to give 
continuity to the year-long negotiations looking toward 
opening a supermarket im Moscow 


The negotiations are proceeding normally. although no 
date has yet been set for the opening of the supermarket. 
Sources within the Pao de Acucar Group imsisted to O 
JORNAL DA ECONOMIA that the opening will prob- 
ably not take place thes year. 


Coimcrding with the arrival of the Soviets in Portugal. a 
PLANCO delegation 1s going to Hungary to establish 
contacts with the Hungarian authorities with a view to 
opening a supermarket in that country. 


It was during CONSUMEXPO—which took place last 
January in Moscow—that PLANCO was invited by the 
Hungarian authorities to open a supermarket. Nothing was 
done initially in this regard, and the tnp of the PLANCO 
representatives is the first step im initiating the talks. 


Meanwhile, a seminar organized by the NCR (a com- 
pany supplying equipment for megamarkets and super- 
markets) and by the Soviet Ministry of Culture will be 
held in Moscow from 27 May to 5 June. A delegation of 
representatives of Western megamarkets and supermar- 
kets will attend to learn about methods and to establish 
technical exchanges with an cye toward establishing 
supermarkets in the Soviet Union. PLANCO will not 
attend, because it 1s receiving the Soviet delegation at 
that time but also because everything indicates that i 1s 
not concerned with the results of the seminar, which 
does not have the support of the Ministry of Trade. 
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The opemng of a supermarket mm the Sovect Unson 1s the 
company's sccond project. following the opening 2 years 
ago of a store in Warsaw, Poland. The annual volume of 
exports to result from the opening of the Moscow store 1s 
forecast at $80 millon 


The stems to be sold <n the Moscow store will be 
primarily products contained mm vials, such as drugs and 
perfumes, textiics, and school supplies. This line of 
artucies has an assured market m the Sovect Unson. 
According to present plans. the store will have a total 
floor space of from 3,000 to 6,000 square meters. It will 
be open to all Moscow residents. unlike the Warsaw 
store, which sells its products only for foreign exchange 


Cocaine Seized, Arrests Made in 
402207162789 Paris AFP in Enelish 0526 GMT 
22 Jul 89 


[Text] Lisbon, July 22 (AFP)}—Police seized 83 kilo- 
grams (183 pounds) of cocaine im a hotel at Faro, in the 
southern Algarve region, and arrested a non-Portugucse 
drug trafficker, officials said here Friday 


The identity of the man was not revealed 


Earlier this week authontics announced that police 
seized a record 211 kilos (464 pounds) of the drug 
concealed in five containers at a small village near here 
after an international operation 


Two Portuguese and two Brazilian suspects were 
arrested Tuesday when the haul was made al a ware- 
house at Bucelas [spelling as recerved}, 30 kilometres (18 
miles) north of here. A police spokesman said 1! was the 
second largest seizure of hard durgs ever made in Europe 


and the biggest in Portugal. 


The drugs were destined for the European market and 
had recently arrived by sea from Brazil 


Meanwhile on the Spanish island of Ibiza, police 
arrested four West Germans, including two women and 


a Spaniard, on charges of drug peddling. police sand. 


On their arrest they were reportedly in possession of 516 
doses of an aphrodisiac drug as well as cocaine and 
hashish. 


The five were suspected of selling the drugs in nightclubs 
on the Mediterrancan island. police added 
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* Official Discusses Energy, Fast Breeder Reactor 
36200186 Zurich DIE WELTWOCHE in “serman 
18 May 89 pp 41, 43 


Interview with Adolf Og. member of the Exccutive 

Council and chief of the Department of Trans- 
portation, Communications, and Energy. by Urs Paul 
Engeler: “The War of Faiths Is Continuing Even Afier 
Karseraugst: Federal Council Member Adolf Ogi on the 
Fast Breeder Reactor in Creys-Malvillc, the Prospects of 
Energy Policy, and the Alpine Railroad™. datc. place of 
interview not given] 


\Excerpts] [passage omitted] 


[DIE WELTWOCHE] The protests against the startup of 
the fast breeder reactor in Creys-Malville are continuing. 
the dispute among cxperts has not yet been resolved. 
Will you go to Paris again, or is the dossier now closed 
for the central government following the previous con- 
tacts and clarifications” 


Oe The whole matter is not closed at all. The report of 

professor Jochen Benecke 1s indeed fright- 
— —— 1 will speak with Mr Benecke mm 
June and confront him with our experts, who have 


the International Energy Agency (IEA) that 1s not very 
flattering. The IEA has fundamental doubts about Swiss 
energy policy. Not only were market-onented standard 
absent, but in the current situation one must also 


Ogi] The report was poorly interpreted. | have read the 
ish original. It is not so negative, it also includes 
many positive ports that show that we are on the night 


path in energy policy. 


[DIE WELTWOCHE] The fact remains that in our 
energy policy we are not one step further along than at 
the time of your predecessor Leon Schlumpf. 


[Ogi] Meanwhile, at least, we have “disposed of Kar- 
seraugst. Bul it is obviously necessary that | set forth 
some things with respect to energy policy. This subject is 
characterized by a very emotional discussion. Regretta- 
bly the elimination of the Kaiseraugst project has not 
settled people's feelings down as we had hoped: the war 
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of fanhs % contenumg. As energy minestcr, | uniorte- 
nately cannot do much here as long as poopie are not 
prepared to reach a consensus, and as long as the parties 
themselves are not able to agree on a formulation of the 


energy articic. 


But | would like to stress something as cicarly as I can 
There no energy supply problem im Swureriand, 
everyone receives enough energy ai favorable prices, the 


production 1s functsoning and the supply 1s working 
When | read ceria publications and am confronted 


with the funcamentally false impressson that we are 
about to collapse, that we have imsurmountable prob- 
lems and are mm a hopeless situation with our energy 
policy, then | take the globe, look for Switzerland on i, 
compare its problems with those of other countries and 
peopics, and think: A huge problem 1s being made out of 
the energy question. Sure. there are many open questions 
but let us not cxraggerate. | know that energy 1s more than 
a consumer good. It has become a political msuc and we 
cannot leave thes to the larssez-faire politicians 


We still have great opportunities in the development of 
alternative energy sources that have been utilized too little 


heretofore. We can save even more. | have just received 
the latest figures from our “Bravo” campaign: My depart- 
ment has sent owt 220.000 of these energy-saving disks. 
thy’ 18. a splendid result. The people who unfairly described 
the action as a flop must recognize this. 


| want to have an energy article embodied in the const- 
tution that one can get a hold of, but Parhament is 
hesitant at the moment. In addition, | am expecting that 
nuclear technology will achieve a breakthrough from 
tyme to time—with nuclear fusion, for example. The 
moment of truth will come with the referenda on the 
moratorium and abandonment initiative. If the people 
are in favor of the latter, then i must be carried out 
systematically. If they want a moratormum, then this 
means that they want the first step toward a bailout. If 
both referenda are rejected, however, then | cxpect us to 
accept the fact that the people are prepared to live with 
nuclear energy. 


[DIE WELTWOCHE] Your criticism of Parhament does 
not go quite far enough. You have even promoted the 
altercation by presenting your own reservations against 
the resolution on the use of energy 


[Ogi] | do nut know where you get this idea, probably 
from the Executive Federal Council. | did at that time 
cxpress my reservations that the resolution on energy use 
could endanger the energy article. In addition, | feared a 
“congested situation” im Parhament and also did not 
want to strain the people's “ability to swallow.” 


| wanted to have the energy article settled before both 
councils in June. unfortunately, the proposition has not 
been included in the provisional program. Just as im 
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bicycle raceng. standstill tnals are now being precticed. | 
also wanted to put the resolutvon on energy use on the Irst 
of subjects to be handled at the June session of Parira- 
ment, but ultsrmately the federal councils determine the 
sessi0n program autonomously If the energy article were 
to be reyected as the most importani pillar of the energy 
policy, that would be very bad. and not primarily my 
mistake. | have fought for a manageable verswon and also 
for an urgently needed progression of the bills. If the 
whole thing fasis, 1 will be not least because the cart was 
overloaded and because clarity and comprehensbility 
were lost. 


[DIE WELTWOCHE] Was ut also for reasons of consol- 
dation that you ict the energy scenanos thal your 
predecessors had presented disappear in the files” These 
models might have opened up a freer discussion of the 
chances and risks of the abandonment or continuation of 
the nuclear program 


[Ogi] The results of the EGES [expansion unknown] 
went into the Ey ecutive Federal Council's conssderation 
of the message with respect to the moratorium and 
abandonment initiative Our department 1s working 
with a lot of data that the EGES commussion presented 
So one cannot say that we filed away the EGES papers. | 
studied the reports. They are very mteresting. even if | 
am not in agreement with all pomts 


[DIE WEL TWOCHE] Even if energy is supposedly not a 
problem, the disposal of nuclear waste 1s still unresolved 
In an interview, you even threatened that the federal 
government would dictate its will to recalcitrant regions 


[Ogi] | must correct something here. | did not say that 
energy 18 not a problem. On the contrary, | made ut clear 
that the fact that there 1s no urgent disposal problem is 
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causing all too many cHtuzens and politicians to overiook 
the necessity of terminal storage es Our central static 
was consciously kept relatively weak by ots founding 
fathers. The correct path for the resolution of individual 
national problems s that of persuawon. A certian 
amount of pressure 1s often needed for this, huwever. for 
one can never be convincing without determination. We 
cannol cuport the mucicar wasic, on the contrary. we, hke 
Sweden, must develop our own solutions. The drilling 
sites are known and the program musi now gct under 
way [passage omitted] 


[DIE WELTWOCHE] And you remam an optemma 
Gesprie the wumpending scthack im the energy policy” 


[Og:| 1 do indeed belreve on the future and | beleve on the 
resolution of the problems. The correct energy policy 
neither abandonment nor ocean dumping but the further 
development of production facilitees and cconomical 
apphances that do justice to the environment. The 
person who sees the problems as insurmountahic from 
the outset will fas. it os for thes reason thai at the tome | 
opened the hearmng on NEAT [New Alpine Railroad 
Crossing] before the mmternational press with enthusiasm 
and verve, and not half-heariedly. That was probably 
also a part of the current success. Aficr all, politics 1s also 
a matter of presentation 


10 Kilograms of Cocaine Scized at Basel Station 
402306163789 Hambure DPA in German 1516 GMT 
23 Jun &9 


[Text] Frevburg/Basel—More than |0 kg of cocanne, with 
a street value of DM2 million. were seized by customs 
officers and border guards ai Bascl's Badische Station 
The Frevburg Higher Fiscal Administration revealed 
Friday [23 June] morning that two Chilean citizens were 
arrested. The two women had hidden the drugs. which 
were to be taken to Italy. on thei bodies 
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Norwa> 


Eavironmentalists Protest “viet FE missions 
LD2507133989 Sux’4olm Domestic Serwce 
im Swedish 1030 GUT 25 Jul &9 


[Text] Environmentalists im Norway gy otesied toda; 
against sulphur emrssons from a Sovect nickel mine im 
Nokel. near the Norwegian-Sovect border. About 50 
members of an organtzation. calied Nature and Youth. 
distributed icaficts. Emrsssons from the Soviet plant are 
double the amount of the total sulphur emrswons m 
Norway 


* Parties Offer Economic Programs For Campaign 


* Conservatives Attack Gevernment Plan 
3639007 3a Colo AFTENPOSTEN in Norwemian 
v May ay Y 4 


[Artecle by Geir Salvesen: “Conservative Party: Norway 
Is Out Of Balance”. first paragraph is AFTENPOSTEN 
mtroduction]} 


[Text} Yesterday morning the Conservative Party beat 
the other parties to the punch and became the first party 
to fire a salvo at the government's long-term program 
“This wasn't directed at any other party save the gov- 
cerning party.” said Jan P. Syse, the head of the Conser- 
vative Party 


What 1s really going on in Norway today’ Where does the 
country stand im cconomuec terms when all the cliegant 
words are siripped away and one can see beneath the 
hyperbole’ This was the principal motive behind the 
“basic document for work on the long-term program” 
msued by the Conservative Party. If there are to be talks 
about the next four-year period, then we must know 
where we stand today, party leaders argued. 


And. according to the Conservative Party, matters are 
not as rosy as the Labor government would have them. 
Rather there 1s 2 senes of fundamental imbalances in the 
Norwegian economy which high-flown eloquence about 
turning things around cannot cover up. Among issues of 
concern 1s the relationship between private production 
and the pu lic sector, thes relationship being that the 
public sector 1s spending moncy at a faster pace than the 
private sector can make it. There is record high unem- 
ployment. The work force 1s declining—approxmately 
20,000 since the firs quarter of 1988, employment is 
declining—down last year by between 70 and 80,000. the 
number of those employed in industry 1s falling sharply. 
youth unemployment (persons under the age of 25) 1 
now over |! percent, and the number of people who 
have been unemployed for a long time has doubled 


NORDIC COUNTRIES B 


Alarming 


“We've ccached a situation which fits m well with the 
yegum commutice’s definitions of a ‘crack alternative’ for 
the sorwegian coimomy.” sand Johan C. Loke: of the 
Conservative Patt;. who vowed these thoughts and pre- 


Syse. The Conservative Party believes the alarming trend 
ts masked by rises in onl production and prices 


According to the Conservative ‘arty, the cssential mngre- 
dents for a policy for the future will be modernization and 
deburcaucratization im the public sector. greater competi- 
ton, more emphass on supply wde coonomuics, slower 
growth in public budgets. greater emphasis on constructing 
roads and communications which benefit society, a mar- 
ginal tax rate no greater than SO percent, deregulation of 
foreagn cachange and cred: »olicy, and business balances 
brought forward reduced ty 4 billion kroner out of the 
current total of approummately 16 dillon 


The Alternative 


Conservative Party leader Syse stated thal now i was 
important to create an alternative to the government's 
policy and that. with thrs mutial presentation, the Con- 
servative Party wished to come forward and form the 
basis for precisely thes alternative The Conservative 
Party wanted to help pul together the picture of the way 
things really are, and this can form ihe bases for further 


negotiations 


What about business leaders who come forward and say 
they see much that 1s positive about this economic trend” 


“If Kristian Rambyor, the bead of ithe Norwegian Credit 
Bank, thinks | 30.000 unemployed is good policy, then 
we'll take note, bul we do not agree.” Anders Tallcraas 
said 


Cool Reception From Center Parties 


The Conservative Party's move yesterday received a 
rather chilly reception from the center parties. Spokes- 
men from both parties told AFTENPOSTEN that they 
had not been previously informed at all. The head of the 
Christian People’s Party, Kyell Magne Bondevik, charac- 
terized thes modus operand: as surprising and said that 
cooperation would have been forthcoming had there 
been previous contact 


Johan Buttedahl, the parliamentary icader of the Center 
Party, was even sharper with his critecrsm, saying *het 
this modus operand: made ui difficult to get on with 


putting together the broad platform for the longterm 
program on which hopes had carlier been pinned 
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Not Impossible 


But certainly, as the Conservative Party sees it, this is 
not all signed, sealed, and delivered—it's just a basis for 
discussion” 


“I said it made things difficult, but it’s not impossible to 
find subjects which would bring us together,” Buttedah! 
said. 


Nevertheless, something to which the center parties 
reacted the most sharply was the Conservative Party's 
description of how things really are, which they think is 
much too pessimistic. 


‘The Conservative Party ought to look more at the 
positive elements. Inflation is now going down, and 
there's a strong improvement in foreign trade. The whole 
thing seems to be a bit too one-sided,” Bondevik said 
after having read the Conservative Party's proposals. 


Hopeless 


The Center Party's Buttedahl is of the opinion that it is 
hopeless to measure reality on the political basis being 
presented by the Conservative Party. He views the entire 
episode as an attempt to put the finishing touches on the 
Conservative Party's post-national congress profile but 
at the same time the move makes cooperation difficult. 


The Center Party is greatly disappointed by the Conser- 
vative Party's proposals to cut support for business and 
particularly so to cut agricultural support. 


“Frankly, | had thought that the Conservative Party, 
which, among others, has in its ranks Johan C. Loken, 
the former minister of agriculture, would have been 
there giving some more encouraging signs to the hard- 
pressed business community. The signs we're presently 
getting from the Conservative Party must certainly be 
alarming to agriculture,” Buttedahl said. 


Whereas the two center parties were critical, Carl 1. 
Hagen, the chairman of the Progressive Party, was of the 
opinion that the Conservative Party is now moving 
closer to the Progressive Party. 


No Coordination 


Plans call for proposals in response to the government's 
longterm program to be completed in about three wecks, 
but thus far work has gotten underway only in the 
finance committee. As matters currently stand, all the 
parties in the Storting are composing their own drafts of 
a longterm program. Up till now, there has been no 
coordination, and, given the dispute which arose in the 
wake of the Conservative Party's move, the prospect of 
there being any far-ranging consensus is thought in 
political circles to be dim. 
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* Finance Minister 
36390073a Oslo AFTENPOSTEN in Norwegian 
13 May 89 p8 


[Article by Geir Salvesen and Rolf Machie: “Better 
Foreign Trade, But Municipalities Critical”) 


[Text] A foreign economic picture which is sharply 
improving and a municipal economic picture which 1s 
plunging towards the abyss. This is the picture being 
painted of ine Norwegian economy in the revised 
national budget. 


Finance Minister Gunnar Berge yesterday allowed him- 
self the luxury of a smile when he presented his revised 
status report on the condition of the kingdom's econ- 
omy. For several years, revised national budgets have 
been characterized by retrenchments and new crisis 
measures, but those days are over. Latest estimates of the 
foreign trade balance are now of a surplus of 13 billion 
kroner for 1989—an improvement of 15 billion kroner 
just since January/February. In 1986 the deficit was 40 
billion kroner. The interest rate, the growth in costs, the 
demand for loans, and private consumption are on their 
way down. 


But behind these cozy figures lurk other, bleaker reali- 
ties. Investments in industry are on their way down and 
unemployment has reached a record high level. Munici- 
pal finances are about to become a truly major headache 
for the government. New figures point to a number of 
disquieting facts. Here are some of them: 


—Municipalities are in debt up to their eyeballs. The net 
debt has doubled in the past three years. 


—The level of expenditures is far higher than had been 
foreseen by the Storting. 


—For 1989, the total municipal deficit will be a good 7 
billion kroner, which, to be sure, represents a decrease of 
2 bilhon over the previous year, but is nevertheless 
greater than expected. AFTENPOSTEN has been told by 
financial institutions that a long list of municipalities 
have completely lost their credit rating and are being 
shunned like the plague on the loan market. 


So what will the politicians do with this? 


“| doubt new retrenchments are the solution for the 
municipalities. We must begin a dialogue with them and 
discover what must happen if they are not to keep on 
delaying the turn around operation,” Kjell Furnes of the 
Christian People’s Party commented. A report to the 
Storting about municipal finances is about to be com- 


pleted. 
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Gratifying 


But the finance minister nevertheless maintains that 
what he sees 1s an extremely gratifying development. Is it 
due to a stroke of luck and help from abroad and high oil 
prices, or 1s political competence behind it? Berge stated 
yesterday that it must be the latter. 


“I don't agree with the complaints that it’s our fault 
when things go badly, and that other factors are respon- 
sible when things go well. Higher exports and a decline in 
imports are the main reason for this progress,” he stated. 


Each and every year, the Labor Party has used unem- 
ployment as the yardstick for determining whether an 
economic policy can be judged successful. You seem 
satisfied with 130,000 unemployed. Does this mean 


you've stopped using unemployment as a yardstick? 


“No, the situation here is difficult, but I don't agree 
about the use of the 130,000 figure. You can't equate 
people who are making an effort [to find work] with 
those who are truly unemployed,” Berge said in answer 
to AFTENPOSTEN's question. 


The Finance Ministry believes there will be an improve- 
ment of 2-2.5 percent in Norwegian competitiveness this 
year after several years of deterioration. An oil price of 
110 kroner per barrel is used as the starting point even if 
the current price of oil is around 120. Opinion at the 
ministry 1s that the price will fall somewhat during the 
year. 


Johan C. Loken of the Conservative Party, commenting 
on the budget, said that rising oi! prices and oi! produc- 
tion are positive signs which are currently producing a 
surplus in the balance of payments. What is dangerous is 
the fact that the rise in public expenditures is about 6 
percent over what it was last year. It is also unfortunate 
that the oil-corrected deficit in the national budget has 
grown by 10 billion kroner. 


It will be easier for foreign financial institutions to buy 
Norwegian financial institutions. However the govern- 
ment is not in favor of greater liberalization where 
mergers of Norwegian institutions are concerned. 


“Norwegian financial institutions can hardly be better 
prepared to meet international competition if we go in 
for mergers which cut down on competition in Norway,” 
the government writes in the revised national budget. At 
the same time, the government has signaled a more open 
attitude on foreign businesses setting up in Norway, 
including buyouts of Norwegian institutions willing to 
become subsidiaries of foreign institutions. 
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“We're currently moving away from a regulated capital 
market and towards a free and integrated market. In so 
doing, it is not at all certain that yesterday's structural 
policy is also the best policy for tomorrow, as the 
government is suggesting.” said Trond R. Reinertsen, 
the managing director of the Bank Federation. 


As expected, the government is very favorably disposed 
towards doing away with current currency regulations, 
but does nol want to set up a timetable. Among other 
things, doing away with the currency regulation will 
mean that Norwegian houscholds can freely obtain loans 
and invest money abroad. 


The government is also paying attention to the Kieppe 
committee, which earlier this year submitted a report on 
Norwegian fiscal and credit policy, with a view toward 
future Norwegian policy on currency. The fact that the 
government now expects so-called associate status in the 
European Monetary System (cooperation on currency 
within the European Community) [EMS] ts linked to the 
fact that Sweden and Great Britain are not full EMS 
members. 


Sweden 


No Comment From Bofors on Indian Resignations 
AU 2407151089 Paris AFP in Enelish 1428 GMT 
24 Jul 89 


[Text] Kariskoga, Sweden, July 24 (AFP)}—Arms manu- 
facturer Bofors said Monday it had no comment to make 
On a mass resignation of opposition MP's in the Indian 
Parliament over alleged corruption in a deal with the 
Swedish company. 


Seventy one opposition MP's resigned earlier Monday, 
and 35 more were set to quit, in protest at Prime 
Minister Rajiv Gandhi's refusal to stand down over 
alleged corruption in a 1.3 billion dollar deal signed in 
1986 with Bofors. 


The mass resignation in New Delhi came five days after 
an official controller and auditor general's (CAG) report 
on the deal for howitzers criticized the government and 
said that commissions had been paid. 


A Bofors spokesman said the firm, based in this southern 
town, hoped meanwhile that a separate deal to build 
Bofors howitzers under licence in India “would be 
concluded in a few months”. 


The CAG report, tabled in Parliament last Tuesday, was 
the latest step in a long saga of accusations and counter- 
accusations that started in April 1987 when Swedish 
state radio first broadcast allegations that kickbacks had 
been paid to the Gandhi government 
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Denktas Rejects UN Plan; Talks to Be Held Later 
TA2507155889 Ankara ANATOLIA in English 
1525 GMT 25 Jul 8&9 


[Text] Lefkose (A.A.}—UN Secretary General Javier 
Perez de Cuellar’s special envoy in Cyprus today pre- 
sented a document comprising UN proposals for a 
solution to the Cyprus problem to President Rauf Den- 
ktas of the Turkish Republic of Northern Cyprus 
(TRNC), it was announced. 


After a meeting with the UN representative Oscar Cam- 
ilion in Lefkose, Denktas said “{The] UN wants to put 
this document on the negotiation table, but this will not 
take place at the present stage.” 


The contents of the document and when it would be 
brought to the agenda was not announced. 


The TRNC Council of Ministers yesterday decided not 
to negotiate any document which was not prepared 
solely by the leaders of the two communities. 


Denktas also said that the new round of talks with the 
Greek-Cypriot leader Yeoryios Vasiliou, which was 
scheduled for tomorrow, was postponed upon the 
requests of both sides. The talks would take place at a 
later date, he said. 


‘Tense Atmosphere’ Makes Talks Inappropriate 
TA2507180689 Ankara TRT Television Network 


in Turkish 1700 GMT 25 Jul 8&9 


[Text] The fourth round of the Cyprus intercommunal 
talks, which were scheduled to begin tomorrow, have 
been postponed. Oscar Camilion, the UN special envoy 
in Cyprus, today called on Rauf Denktas, the president 
of the Turkish Republic of Northern Cyprus, and put 
forward some proposals in connection with the solution 
of the problem. Camilion also proposed that the talks 
begin not tomorrow, but in a few days time. In a 
statement after his short meeting with Camilion. Denk- 
tas said the Cabinet will make the decision regarding the 
fourth round of the talks. 


The Council of Ministers met under Denktas this after- 
noon. In a statement after the Cabinet meeting, Kenan 
Atakol, minister of foreign affairs and defense, said the 
Cabinet did not find it suitable to resume the talks, given 
the current tense atmosphere. He added that the issuc 
will aga be taken up at the Cabinet, and that the 
Republican Assembly will be called to session and 
briefed on the issue. Atakol said the date for resumption 
of the talks will be announced after these developments. 
Referring to the UN Security Council consultative meet- 
ing held yesterday following the Greek Cypriot call to 
convene the council, Atakol said: The UN Security 
Council chose to keep silent in the face of the inhuman 
deportation of some 200,000 Turks from Bulgaria. This 
approach shows the double standard of the Security 
Council. He concluded by saying that if a document is to 
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be prepared in connection with the solution of the 
Cyprus problem, then this document should be prepared 
by the two sides on the island, and any development to 
the contrary 1s not acceptabic. 


Vasiliou, Denktas ‘To Meet Next Week’ 
NC2507171489 Nicosia Domestic Service in Greek 
1630 GMT 25 Jul 89 


[Text] Tomorrow's scheduled meeting between Presi- 
dent Yeoryios Vasiliou and Turkish Cypriot leader Rauf 
Denktas has been postponed. A UN statement says the 
two leaders have agreed to meet next week. 


Denktas Meets Camilion, Views Intercommunal Talks 
742607133689 (Clandestine) Bayrak Radio 
in Turkish to Cyprus 1030 GMT 26 Jul 89 


[Text] Today President Rauf Denktas received Oscar 
Camilion, UN special representative in Cyprus, for talks. 
In a statement following the | -hour meeting, Camilion said 
he did not bring anything new, and that he has simply 
made certain suggestions. He added that the United 
Nations has not prepared any new formulas, and that the 
solution will certainly be worked out by the interested 
parties. Pointing out that issues of mutual interest were 
discussed with Denktas during the meeting, he said he did 
not bring any new proposals, bul suggested certain views 
which the two sides are free to accept or refuse. 


In turn, Denktas said that during today’s mecting, held 
on his request, he told Camilion that rumors about the 
existence of a UN document and proposals had proved 
to be true, and that this negatively affected the chances 
of negotiations and bargaining with Greek Cypriot 
leader Yeoryios Vasiliou. 


Denktas noted that Camilion replied by explaining that 
these were not formal proposals, but a summary of UN 
Secretary General Perez de Cuellar’s earlier views. Cam- 
ihon added that these views were disclosed upon the 
request of the interested parties, and were only sugges- 
tions not binding on any of the sides. Camilion declared 
that negotiations on all issues will be carried out between 
the Turkish and Greek Cypriot leaders. 


Denktas pointed out that the explanations offered by 
Camilion have clarified the situation to a degree. He 
added, however, that these views will have to be dis- 
cussed by the Council of Ministers and the assembly in 
order to determine the Turkish Cypriot stand on these 
issucs. 


In reply to a question, Denktas said the stage of fixing a 
date for the intercommunal talks has not yet been 
reached because the Greek Cypriot side 1s requesting the 
release of all Greek Cypriot detainees. He recalled that 
the Greek Cypriots detained in Turkish Cypriot prisons 
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were making political capital by refusing to pay the 
relatively small fine imposed by the courts as punish- 
ment for the major crime they committed. 


He said that while the Greek Cypriot side decides on the 
date of the talks, the enraged and disappointed people in 
the Turkish Cypriot side are more and more beginning to 
lose their faith in the intercommunal talks. The number 
of people who believe that the talks will bring a final 
solution 1s continuously decreasing. 


Vasiliou Comments on Release of 82 Women 
NC2507103089 Nicosia Domestic Service in Greek 
0430 GMT 25 Jul 89 


[Text] President Yeoryios Vasiliou expressed joy and 
satisfaction that finally all the detained women have 
been released, and added that normally the detained 
men would have also been released. We consider com- 
pletely unacceptable the fact that these women, who 
were arrested by force, have been detained for so many 
days. Vasiliou said that the fact that they were eventually 
released 1s the result of mobilization of both the Cypriot 
people and international opinion, as well as the great 
powers. The UN Security Council, U.S. Senate, Euro- 
pean Economic Community, and all international orga- 
nizations had taken steps and demanded the release of 
the arrested. Vasiliou hoped the arrested men will be 
released soon, perhaps in 24 hours. 


Answering a question on the mobilization for the release 
of the arrested, Vasiliou characterized it as touching and 
unparalleled, proving that humanity today 1s not willing 
to accept such violations of human rights and that when 
you fight for your rights you can impose them. 


Asked about the intercommunal talks, Vasiliou said we 
must not forget that the aim of dialogue is to accomplish 
exactly what the women want to accomplish—that is, the 
reunification of Cyprus. In order to be able to live in 
peace again we want safety for all, and friendship 
between Greeks and Turks. We must not allow, stressed 
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Vasiliou, this incident to divert us from our basic aim, 
which 1s a peaceful solution to the Cyprus issuc, because 
only then will we feel secure on this island. 


Vasiliou Sends New Message to UN on 2 Detainees 
NC2507174589 Nicosia Domestic Service in Greek 
1630 GMT 25 Jul 89 


[Text] President Yeoryios Vasiliou and the government 
are Continuing intensive moves to secure the release of 
the men still being held by Denktas’ regime. 


This afternoon President Vasiliou sent a new message to 
UN Secretary General Perez de Cuellar asking him to 
take action so that his statements and those of the 
Security Council calling for the release of those who have 
been illegally arrested may be implemented. 


Foreign Minister Yeoryios lakovou presented a similar 
demarche to the president of the UN Security Council. 


Police Apprehend Hashish Traffickers at Sea 
NC2607074389 Nicosia 1 SIMERINI in Greek 
26 Jul 89 p 18 


[Text] Limassol—A fishing boat with six crew mem- 
bers—all of them Turks—was intercepted in the area off 
Cape Gata yesterday afternoon. Afler their search the 
police established that the vessel was carrying large 
quantities of hashish. 


According to our information, the fishing boat was 
sailing suspiciously and was intecepted by the Coast 
Guard boat “Afrodhiti.” As soon as the boat's crew 
noticed that “Afrodhiti” was approaching for a search 
they started throwing automobile tires into the sea. The 
police retrieved the tires and after examining them 
established that they contained 600 kg of hashish. 


The fishing caique 1s being towed to Limassol pori while 
its six-member crew—all of them Turks—are under 
arrest. According to some reports, the boat was headirg 
for an Egyptian port. 
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Batu Calls for Immigration Pact With Bulgaria 
7TA2607 103789 Ankara Domestic Service in Turkish 
1000 GMT 26 Jul 89 


[Text] Turkey has announced that countries thal want to 
contribute to solving the problem of the Turkish minor- 
ity in Bulgaria and its deportation must first persuade 
Bulgaria to negotiate a comprehensive immigration 


agreement with Turkey. 


During his weekly news conference today, Ambassador 
Inal Batu, the Foreign Ministry spokesman, replied to 
reporters’ questions on Kuwait's mediation proposal. 
Batu said that as the current president of the Islamic 
Conference Organization, Kuwait occupies a special and 
respectable position. The spokesman expressed appreci- 
ation for Kuwait's interest in this matter. 


Batu noted that countries that want to contribute to the 
solution of the problems of the Turkish minority must 
first persuade Bulgaria to conduct negotiations toward 
achieving a comprehensive immigration agreement and 
securing all the nghts of those who wish to stay behind. 


Foreign Minister Departs on Austria Visit 


To Focus on Bulgarian ‘Oppression’ 
TA2107185689 Ankara TRT Television Network 


in Turkish 1700 GMT 21 Jul 8&9 


[Text] Foreign Minister Mesut Yilmaz has declared that 
the international reaction against the Bulgarian oppres- 
sion of the Turkish minority nas not been sufficient. 
Yilmaz said that international responses should be 
aimed at deterring Bulgaria from its policy of oppres- 
sion. 


Yilmaz, who left on a 2-day official visit to Austria, 
made this statement in reply to reporters’ questions at 
Istanbul's Ataturk Airport. The forcign minister 
remarked that discussions aimed at issuing a collective 
reaction against Bulgaria are currently under way at the 
NATO Council and that the CSCE mechanism has so far 
been effected by 10 countries. Pointing out that on the 
subject of economic sanctions, four countries have sus- 
pended their talks with Bulgaria, Yilmaz recalled that 
the EC postponed its talks with Bulgaria indefinitely. 
Yilmaz added that his meetings in Austria will also focus 
on Bulgaria's oppression of the Turkish minority. 


Returns, Comments on Talks 
1A2407173189 Ankara TRT Television Network 
in Turkish 1600 GMT 24 Jul &9 


[Text] Foreign Minister Mesut Yilmaz has concluded his 
visit to Ausinia and has returned to Turkey. In a state- 
ment ai Istanbul Ataturk Airport, Yilmaz said that while 
he was in Austria he met with the head of the Council of 
Europe delegation that went to Bulgaria to look into the 
ethnic Turks issue. Noting that the delegation will pre- 
pare its report by 15 August, Yilmaz said that the head of 


TURKEY 28 


the delegation will arrive in Turkey before 15 August to 
visit the tent cities. He added that at the meeting he held 
with Austrian Foreign Minister Alois Mock the minister 
told him that Austria will make the necessary represen- 
tations against Bulgaria within the framework of the 
CSCE. In reply to a question, Yilmaz said that the 
government does not expect Austria to mediate and that 
the isue is not one that requires mediation. He added 
that Turkey wants to hold negotiations to conclude a 
comprehensive immigration agreement, and that Bul- 
garia is in favor of negotiations without an agenda. 
Yilmaz expressed concern that a dialogue held under 
such vague circumstances could lead to the exploitation 
of the issue rather than its solution. 


Visiting UK Official Holds Talks on Visa Issue 
7A2407185389 Ankara ANATOLIA in English 
1535 GMT 24 Jul 89 


[Text] Ankara (A.A.}—Britain’s state minister for the 
Foreign Office, Lynda Chalker, who arrived in the Turk- 
ish capital Sunday night for 2 four day official visit, on 
Monday arnounced that Turks wii! b. able to get visas to 
visit Britain within 24 hours. 


Chalker’s talks with Turkish officials were expected to 
center on the visa problem—which has cooled relations 
between the two countries in recent months—and which 
arose after Britain imposed a visa requirement on all 
Turks without discrimination on June 23. 


When Turkey received no positive answer to a request 
for an exception to be made on holders of official 
passports, it in turn decided to impose a visa require- 
ment on all British subjects corresponding in rank to 
official Turkish passport holders. 


Emerging on Monday from a visit to Foreign Affairs 
Committee Chairman Vehbi Dincerler, Chalker told 
journalists that while only 487 Turks had asked for 
asylum in Britain in 1988, the figure exceeded in the first 
seven months of this year alone. 


She indicated that Britain's visa requirement had been 
implemented to climinate this practice but pledged that 
it would be done in such a way as to avoid damaging 
relations between the two counitrics. 


Dincerler reportedly asked Chalker during their talk to 
abolish the visa requirement for official Turkish pass- 
port holders. The British minister however apparently 
replied that she was unable to say anything definite 
about it. 


During her visit Chalker will also visit Kapikule, the 
border gate through which some 187,000 Bulgarian 
Turks have arrived en masse in the last two months, to 
see for herself the “tent cities” where the immigrants are 
being sheltered temporarily. 
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“We support the humane way you are receiving the 
Turkish refugees. We are trying to be helpful,” Chalker 
told reporters. 


Britain has called on Bulgaria to respect its Turkish 
minority and to make humane arrangements for their 
departure. 


“In your neighbouring countries, great changes are tak- 
ing place. We want to see peaceful solutions to the 
problems in the area,” Chalker said. 


She will meet State Minister for ihe Economy Isin Celebi 
and Deputy Prime Minister Ali Bozer before leaving 
Turkey on Wednesday. 


Criticizes 
TA2507184489 Ankara TRT Television Network 
in Turkish 1700 GMT 25 Jul 89 


[Text] Lynda Chalker, British minister of state for for- 
eign and commonwealth affairs, has said that Bulgaria 
should stop violating the human rights of the Turkish 
minority in that country, and should sit at the negotiat- 
ing table with Turkey to conclude an immigration agree- 
ment. Stating that Britain will continue to help solve the 
problems of the deported Turks, Chalker added that her 
country will give | billion Turkish lira to the Red 
Crescent to meet their needs. 


Chalker, who is on an official visit in Turkey, has 
concluded her contacts in Ankara. She was received by 
Prime Minister Turgut Ozal this morning. She also met 
with Ali Bozer, state minister and deputy prime minis- 
ter, and State Minister Isin Celebi. At a news conference 
before her departure from Ankara, Chalker said that 
Bulgaria should guarantee the rights of those Turks who 
choose to remain in Bulgaria. Noting that Britain favors 
a political solution to the problem, Chalker added that, 
however, there has so far been no change in the Bulgar- 
ian attitude. She added that British officials might hold 
meetings with the London ambassadors of countries that 
could contribute to the solution of the problem. Refer- 
ring to the Cyprus issue, Chalker said that a positive 
result might be reached at the Denktas-Vasiliou meetings 
being held under the auspices of the UN secretary 
general, and that Britain is in favor of continuing the 
intercommunal talks. 


Chalker later left Ankara for Edirne where she visited the 
Kapikule border crossing and the tent city. It was 
observed that during the Chalker visit to the border 
crossing, the customs area on the Bulgarian side of the 
Kapikule crossing and the buffer zone were evacuated, 
and the deportations interrupted. In a statement to 
Turkish Radio and Television after her visit to the tent 
city, Chalker said that Britain is concerned over the 
forcible Bulgarian deportations. Noting that Britain wel- 
comes Turkey's reception of the deported Turks, Chalker 
expressed the belief that a diplomatic solution will be 
found to the problem. She will leave Turkey tomorrow. 
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Batu on Cyprus for EEC 
NC2507114089 Istanbul HURRIYET in Turkish 
23 Jul 89 pp 3, 17 


[Aziz Utkan report: “Ankara Sensitive Toward Courting 
Between Greek Cypriots and the EEC™} 


[Excerpt] Ankara, (HURRIYET)}—The Greek Cypriot 
border penetration operation has caused new tensio”, 
between the two communities in Cyprus. Meanwhile, 
Greek Cypriot officials, benefitting from the confusion 
created on the island, have intensified their initiatives in 
the EEC capitals to win support for a Greek Cypriot 
application for full membership wth the EEC. The 
indications, which became apparent after Austria's 
application last week, that the Greek Cypriot adminis- 
tration will apply for full membership moved Ankara to 
focus more serious attention on the matter. 


Replying to HURRIYET's questions on the matter, 
Foreign Ministry Spokesman Inal Batu said that if the 
Greek Cypriot Administration applies for full member- 
ship, Turkey will activate all the necessary mechanisms 
to obstruct the move. 


Batu recalled that Turkey moved to explain the true 
situation in Cyprus to the entire world in reaction to the 
previous Greek Cypriot initiatives for achieving full 
EEC membership. He said the contacts Turkey made on 
the matter are still continuing. Batu asserted: 


“The administration in southern Cyprus does not repre- 
sent the entire island. Admitting half of Cyprus into the 
E=C as a full member will complicate the effort made to 
reach a federal solution, which we regard as an essential 
factor for establishing lasting peace in Cyprus. Naturallv, 
in view of the sensitive stage in the intercommuni! 
negotiations, similar initiatives will have negative effects 
on the procedure of the talks. 


“Furthermore, the decision for full EEC membership 
must be jointly adopted by both communities on the 
island. Had the Greek Cypriot officials consulted with 
their Turkish counterparts, the situation might have 
been different. If the Greeck Cypriots apply for full 
membership purporting ‘to represent the entire island,’ 
then the move will further worsen the situation created 
by the absence of an atmosphere of confidence between 
the two sides.” 


Batu also said Turkey will activate all the necessary 
mechanisms to obstruct a Greek Cypriot application for 
full EEC membership. [passage omitted] 


Motives Behind Greek Cypriot Demonstration Viewed 
NC2507123389 Istanbul TERCUMAN in Turkish 
22 Jul 89 p 6 


{Commentary by Professor Fahir Armaoglu: “A Disgust- 
ing Provocation” ] 


[Text] It seems that the Greek Cypriot women’s attempt 
to penetrate the border of the Turkish Republic of 
Northern Cyprus [TRNC] on 19 July 1989 will lead to 
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serious consequences. Three fi journalists have 
been released by the TRNC thus far. Meanwhile, a group 
of 108 Greek Cypriots—that is, 11 men and 97 women— 
are still in custody. They will be tried in accordance with 
the TRNC laws. Undoubtedly, the situation will worsen 
if they are found guilty and penalized. 


The incident has brought to mind the following question: 
What does the Greek Cypriot Administration wish to 
achieve by urging Greek Cypriot women to trespass the 
TRNC’s border and land? 


The answer to this question is as follows: The Greek 
Cypriot Administration wishes “to engage in acts of 
provocation with a view to creating tension.” 


The Greek Cypriot side’s move to provoke the TRNC in 
order to create tension when an effort is being made to 
impose a solution on the Turkish Cypriot side on the eve 
of the fourth round of the intercommunal talks has 
drawn attention. Two possibilities may be considered in 
that regard. The first is that the Greek Cypriot side may 
have intended to find a quick solution by drawing the 
attention of foreign countries to the Cyprus 

through escalating tension on the island. Actually, the 
solution referred to in this case is that which has been 
drawn up by the UN secretary general. 


On the other hand, a second possibility must not be 
ovirlooked. The Greek Cypriot side may not have been 
satisfied with the UN secretary general's formula. Con- 
sequently, it may have planned to undermine it and 
obstruct the fourth round of the intercommunal talks 
through creating tension on the island. It will be recalled 
that TRNC President Rauf Denktas reacted to the idea 
of penetration long before the attempt was made. All the 
Greek Cypriot leaders were aware of Denktas’ reaction. 


Meanwhile, the Greek Cypriots may also have other 
objectives behind their wish to escalate tension in 


Cyprus. 


We appreciate the fact that the TRNC security forces 
dealt with the incident without weakness. The resolute 
stand displayed thus far must be maintained until legal 
procedures are concluded. The question now is to con- 
firm the existence of a “state” and “state authority” in 
northern Cyprus once again. The same applies to the 
Turkish Cypriot judges. It is their duty to prove that 
“law and order” exists in northern Cyprus and that an 
attempt to breach the laws is a punishable crime. 


The helpless situation of the UN Peacekeeping Force is 
another point that should be mentioned. It has become 
apparent once again that the members of the UN Peace- 
keeping Force do not make up a “force.” Actually they 
are only “tourist soldiers.” The UN Peacekeeping Force 
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members do not carry arms. Nevertheless, they represent 
an authority. However, not only have they been unable 
to effectively represent the authority referred to, but they 
have also failed to fulfill their main task of guarding the 
Buffer Zone. On the other hand, the fact that the UN 
secretary general has said nothing about the develop- 
ments brings to mind the story of the imam and his 
followers [not further identified). 


Forces’ PKK Dc tailed 
NC2607075389 Istanbul CUMHURIVET in Turkish 
21 Jul 89 p 6 


[Excerpt] Diyarbakir, (A.A.}—A total of 163 security 
personnel have been martyred and 293 terrorists killed 
since the State of Emergency Regional Governorship was 
established in Turkey. 


According to a high-ranking official, intensive opera- 
tions have been carried out against acts of terrorism in 
rural areas, particularly in Sunt, Hakkar, and Mardin 
since the State of Emergency Regional Governorship was 
established on 19 July 1987. A total of 541 terrorists 
surrendered as a result of the operations. Meanwhile, 
367 individuals were killed by the Kurdish Workers 
Party [PKK]. Cs the other hand, the security forces 
seized 535 long-barreled rifles, 452 hand grenades, and 
17 rocket lauchers. A total of 200 hideouts were discov- 
ered, and a large quantity of ammunition and organiza- 
tional documents were seized. 


Significant blows were dealt to the PKK in 1989. Halit 
Celik, known by his code name Hayri and one of the 
candidate members of the PKK Central Committee, has 
been captured. Celik is being held responsible for the 
murder of 51 people. Furthermore, Numan Balci, a PKK 
militant responsible for PKK activities in Libya who was 
transfered to the region to carry oul operations, and 
Vahap Kilic, another responsible PKK member known 
by his code name Zeki, were captured dead. 


Meanwhile, it has been determined that the | 2 terrorists 
who were killed during an operation im Surt’s Baglica 
Village were actually high-ranking PKK militants. [pas- 
sage omitted] 


Bank, Savings Increases Reported 
NC250708 1689 Istanbul HURRIYVET in Turkish 
21 Jul 89p4 


[Text] Bank deposits in Turkey increased by 23.7 percent 
since | January to total 31.3575 trillion Turkish lira at 
the end of June 1989. Overall bank deposits totalled 
25.3517 trilon turkish lira on | January 1989. Mean- 
while, fixed date savings deposits increased by 4.6329 
trilhon Turkish lira from January to June 1989. The 
fixed date savings deposits increased from 13.5773 tril- 
hon Turkish lira to 18.2102 trillion Turkish lira. 
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